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FOIA-1 Denial of Request for Access to 
Equity Funding Investigative 
Records 
33-5577 Supplemental Information Re- 
garding Public Proceeding on 
Disclosure of Certain Environ- 
mental, Equal Employment and 
Other Matters of Primarily Social 
Rather Than Financial Signifi- 
cance 
Interested groups or organiza- 
tions are to contact Mr. Daniel 
Goelzer, Office of the General 
Counsel, (202) 755-1977, for 
copies of original release. 


Enforcement 
LR-6804 U.S. v. William Robert Cook 

Cook found guilty of criminal 
contempt of Permanent Injunc- 
tion order. 

U.S. v. Davies 
Ex National Student Market- 
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Counsel pleads guilty. 

U.S. v. Theodore Koss, et al. 
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4/29/75. 
Notice of Revised Proposed Rules 
10b-20 and 10b-21 and Proposed 
Amendments to Rules 17a-3(a)(6) 
and 17a-3(a)(7) (File No. S7-510) 
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5/2/75. 
Termination of Temporary Sus- 
pension of the Competitive Bid- 
ding Requirement of Rule 50 
with Respect to Common Stock 
of Registered Holding Companies 
under the Public Utility Holding 
Company Act of 1935 
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Release No. 1/April 3, 1975 





In the Matter of Request of 


1. WALTON BADER 
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under the Freedom of Information 
Act for access to investigatory re- 
cords relating to Equity Funding 
Corporation of America 


DENIAL OF REQUEST FOR RECORDS 


On March 7, 1975, an appeal was received by the Commis- 
sion from the determination of the staff to deny a request 
made by |. Walton Bader, Esq., pursuant to the Freedom 

of Information Act (FOIA), 5 U.S.C. §552. The request 
sought the disclosure of all records relating to Equity Fund- 
ing Corporation of America, particularly those contained in 
investigatory files compiled by the Commission for law en- 
forcement purposes. With respect to records other than 
those of an investigatory nature, Mr. Bader has been ad- 
vised that he may have access to the Commission’s files. 


The Commission has authorized investigations into matters 
related to Equity Funding Corporation and these investiga- 
tions, conducted by the New York and Los Angeles Region- 
al Offices, are continuing. Equity Funding Corporation it- 
self has consented to the entry of an order of permanent 
injunction in a suit instituted by the Commission. Securi- 
ties and Exchange Commission v. Equity Funding Corpora- 
tion of America, C.D. Cal., No. 73-714-HP. In addition, 
criminal proceedings have been instituted against 22 indi- 
viduals. United States v. Goldblum, et al., C.D. Cal., No. 
13390. Although some defendants in this criminal action 
have pleaded guilty and have been sentenced, the trial 
against other defendants is continuing. Staff recommenda- 
tions concerning whether further judicial or administrative 
proceedings should be instituted are being formulated and 
it appears to the Commission that there is a substantial 
likelihood that additional law enforcement action will be 
taken. 


In these circumstances, it is the Commission’s judgment 
that disclosure of the individual records which comprise 
the contents of its investigatory files relating to Equity 
Funding is not required because such disclosure would 
interfere with law enforcement proceedings, deprive a 
person or persons of a right to a fair trial or an impartial 
adjudication, and constitute an unwarranted invasion of 
personal privacy. See 5 U.S.C. §552(b)(7) and Commis- 
sion Rule 17 CFR 200.80(b)(7). In addition, certain of 
the materials contained in the investigatory file are also 
exempt from disclosure as inter- or intra-agency memor- 
anda. See 5 U.S.C. §552(b)(5) and Commission Rule 17 
CFR 200.80(b) (5). 


The Commission is, of course, aware that the provision 
which originally exempted “investigatory files compiled 
for law enforcement purposes ...”” has recently been 
amended to apply more narrowly to “investigatory 
records” and, “only to the extent that production of ... 
[investigatory] records would (A) interfere with enforce- 
ment proceedings, (B) deprive a person of a right to a 
fair trial or an impartial adjudication, (C) constitute an 
unwarranted invasion of personal privacy” or cause some 
other harm specificially described in the Act. In addition, 
a provision was recently added to the exemptive subsec- 
tion of the Act which requires that ’ [a] ny reasonably 
segregable portion of a record shall be provided to any 
person requesting such record after deletion of the por- 
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tions which are exempt under this subsection,”’ 5 U.S.C. 
Section 552(b), as amended (last sentence). Nevertheless, 
the Commission believes that the exemption contemplates 
that situations will and do exist where, to serve the poli- 
cies which underly the exemption, it is appropriate that 
all of the investigatory records for a time be considered 
exempt. 


There is a substantial difference under the Act between 
the status of investigatory records after all enforcement 
proceedings are concluded and the status of investigatory 
records when, as here, enforcement action is in progress 
and there is a concrete prospect for further enforcement 
action based upon the records sought to be disclosed. 
Concern that the FOIA not be interpreted to require pre- 
mature disclosure of the contents of investigatory files to 
possible adversaries in enforcement proceedings was a 
principal focus when the FOIA was initially enacted, 

and there is nothing in the legislative history of the 
amendments to indicate an abandonment of this concern. 


The legislative history of the original Act emphasized the 
risk of an adverse effect upon prospective adjudicatory 
proceedings as the principal reason for the exemption. 
Thus, when an “investigatory files’ exemption was ori- 
ginally introduced into a bill in the 88th Congress, it 

was phrased in these terms: “investigatory files until they 
are used in or affect an action or proceeding or a private 
party's effective participation therein.” 1/ In the 89th 
Congress, which passed the Freedom of Information Act, 
the House Report, referring to the exemptive language 
that was enacted as part of the FOIA in 1966, and codi- 
fied in 1967, stated that the bill was “‘not intended to 
give a private party indirectly any earlier or greater access 
to investigatory files than he would have directly in such 
litigation or proceedings.” 2/ The Senate Report ex- 
plained that the disclosure of such files, “prepared by 
Government agencies to prosecute law violators,” 
**...could harm the government's case in court.” 3/ 


Based on this history, many commentators had expressed 
the view that disclosure was clearly not required while 
litigation was pending, although it was impliedly required 
once litigation was concluded or there was no prospect of 
future litigation. 4/ Indeed, this was the initial reaction of 
many courts. See, e.g., Bristol-Myers Co. v. Federal Trade 
Commission, 424 F. 2d 935 (C.A.D.C.), certiorari denied, 
400 U.S. 824 (1970). 5/ 


That these are still valid considerations is indicated by the 
fact that one example of interference with pending en- 
forcement proceedings cited by Senator Hart, who intro- 
duced the amendment to Exemption 7, is harm to the 
government's case through the premature release of in- 
formation not possessed by known or potential adverse 
parties. 6/ Furthermore, the legislative history of the 
amendment reflects an understanding that an investiga- 
tion might be impeded by release of documents which 
might alert the subject to the existence of the investiga- 
tion, or which would “‘in any other way” threaten the 
ability of the agency to conduct the investigation. 7/ 
Significantly, while Exemption 7 was to be narrowed 

by the amendment, the history of the amendment indi- 
cates that the six bases for asserting the exemption are 
to be construed in a flexible manner. 8/ 
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in view of the foregoing considerations, tiie Commission, 

in adopting new rules to implement the amended FOIA, 
stated that “‘so long as a concrete prospect of enforcement 
action to which the records would be relevant continues to 
exist, the records will generally be nonpublic.” 9/ The Com- 
mission finds that law enforcement proceedings are in 
progress and that there exists a substantial likelihood of 
further enforcement action to which the requested records 
would be relevant. The Commission further finds that the 
risks attending premature disclosure of investigatory records, 
against which Congress intended to protect, exist in the 
present matter. 


Accordingly, IT 1S ORDERED that the request for the 
investigatory records relating to Equity Funding Corpora- 
tion of America be, and it hereby is, denied. 


For the Commission. 


George A. Fitzsimmons 
Secretary 


1/ S. Rep. 1219, 88th Cong., 2d Sess. (1964). 


2/ H.R. Rep. No. 1497, 89th Cong., 2d Sess., p. 11 (1966). 
3/ S. Rep. No. 813, 89th Cong., 1st Sess., at p. 9 (1965). 


4/ See, e.g., Davis, “The Information Act: A Preliminary 
Analysis,” 34 U. Chi. L. Rev. 761, 914 (1967); Katz, 

“The Games Bureaucrats Play: Hide and Seek under the 
Freedom of Information Act,” 48 Tex. L. Rev. 1261, 1279 
(1970). 


5/ The view articulated in Bristo/-Myers, that investiga- 
tory files would not be protected by the originally-enacted 
exemption when there was no longer a concrete prospect 
of further enforcement action was later overruled by the 
Court of Appeals for the District of Columbia Circuit in 
Weisberg v. Department of Justice, 489 F. 2d 1195 (C.A. 
D.C., 1973) (en banc), certiorari denied, 416 U.S. 993 
(1974), which held that the exemption would apply in- 
definitely to investigatory files as a whole. This holding 
in Weisberg was apparently a material factor in the con- 
gressional decision to amend the exemption. Neither 
Weisberg nor Bristol-Myers, however, had cast any doubt 
upon the need to protect all investigatory records before 
completion of enforcement activities, or the propriety of 
doing so. 


6/ 120 Cong. Rec. S 9330 (May 30, 1974) (Sen. Hart). 


7/ 120 Cong. Rec. S 9337 (May 30, 1974) (letter of Sen. 
Hart). 


8/ See, e.g., 120 Cong. Rec. S 9330 (May 30, 1974) 
(Sen. Hart); 120 Cong. Rec. S 19812 (November 21, 
1974) (Sen. Hart). 


9/ Securities Act Release No. 5571, February 21, 1975. 
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SECURITIES ACT OF 1933 
Release No. 5577/April 4, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11339/April 4, 1975 


SUPPLEMENTAL INFORMATION REGARDING PUBLIC 
PROCEEDING ON DISCLOSURE OF CERTAIN ENVIR- 
ONMENTAL, EQUAL EMPLOYMENT AND OTHER 
MATTERS OF PRIMARILY SOCIAL RATHER THAN 
FINANCIAL SIGNIFICANCE 


On February 11, 1975, the Commission announced that a 
public proceeding, including public hearings, would be 
held concerning disclosure in registration statements, re- 
ports and other documents filed with the Commission or 
required to be furnished to investors pursuant to the Se- 
curities Act and the Securities Exchange Act of environ- 
mental and other matters of primarily social rather than 
financial concern, including equal employment matters. 
(Securities Act Release No. 5569; Securities Exchange 
Act Release No. 11236.) 


Through this proceeding the Commission seeks to deter- 
mine whether its present disclosure rules are adequate in 
view of the provisions of the National Environmental 
Policy Act and, if not, what further rulemaking action 
should be taken. The Commission also seeks information 
upon which to evaluate the desirability of amending its 
disclosure requirements with respect to other matters of 
primarily social rather than financial concern. 


The Release has been distributed to persons on the Com- 
mission’s mailing list for releases issued under the Securi- 
ties Act of 1933 and the Securities Exchange Act of 
1934, and was published in the SEC Docket. In addition, 
500 copies were provided to Natural Resources Defense 
Council, Inc., plaintiff in the action out of which this 
proceeding arose. The Commission has recently received 
requests from other organizations for additional copies. 


In light of the importance of obtaining in this proceed- 
ing the views of a well-balanced cross-section of the in- 
vesting public and of corporations that might be affected 
by any rules the Commission might propose to adopt as a 
result of the proceeding, the Commission has determined 
to make available a reasonable number of copies of the 
Release, upon request, to any other group or organiza- 
tion whose membership might be interested in comment- 
ing on the matters set forth therein. Interested persons 
should contact Daniel L. Goelzer, Office of the General 
Counsel (tele. no. 755-1977), to request copies of the 
Release. 


For the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11316/March 27, 1975 


The Securities and Exchange Commission today announ- 
ced pursuant to Section 15(c) of the Securities Exchange 
Act of 1934 (Exchange Act) the temporary suspension of 
the over-the-counter trading in all securities of Castle In- 
dustries, Inc. of Lubbock, Texas, for the ten day period 
commencing at 2:30 p.m. (EDT) on March 27, 1975 and 
terminating at midnight (EDT) on April 5, 1975. 


The suspension was initiated because of the unavailability 
of adequate and accurate information about Castle, its 
financial condition and operations. 


Castle, since 1969, engaged in the manufacturing, distribu- 
tion and sale of mobile homes. Castle has approximately 
1,046,250 shares of common stock issued and outstand- 
ing in the hands of at least 900 persons. 


There are no current financial statements for Castle. 
No Form 10-K for the fiscal year ending December 31, 
1973, has been filed with the Commission. Moreover, 
Castle has not filed any periodic reports required by 
Section 13 of the Exchange Act since at least June 15, 
1973. On February 3, 1975, Castle filed a petition for 
bankruptcy with the federal court in Lubbock, Texas, 
pursuant to Chapter X of the Bankruptcy Act. There 
has been no trustee or receiver appointed by the Court. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by Castle. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 

as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of the provisions 
have been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission 
will consider the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11317/March 28, 1975 


NOTICE OF INTERPRETATION OF REQUIREMENTS 
OF RULE 17a-15 UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 WITH RESPECT TO DISPLAYS ON INTER. 
ROGATION SYSTEMS 


Rule 17a-15 under the Securities Exchange Act of 1934 
(the ‘“Rule”’), governing the reporting of market informa- 
tion on transactions in listed securities, was adopted by 
the Securities and Exchange Commission on November 8, 
1972. 1/ Pursuant to that Rule, a joint industry plan (the 
“Plan”’) designed to implement a consolidated transaction 
reporting system (the “consolidated system’’) was filed 
with and declared effective by the Commission as of 

May 17, 1974. 2/ Since that time the Commission has 
received a number of requests for interpretations with 
respect to various provisions of the Rule, particularly 

as regards displays of last sale information on interroga- 
tion systems. In order to assist all persons in their under- 
standing of, and compliance with, the Rule, the Commis- 
sion has authorized the publication of this interpretative 
release setting forth its current views as to the require- 
ments of the Rule with respect to interrogation systems. 


Question 71: \n light of the fact that full implementation 
of the consolidated system, originally scheduled for Feb- 
ruary 21, 1975, has been delayed, and that the Consoli- 
dated Tape Association (“CTA”) now proposes to imple- 
ment the consolidated system in stages, 3/ are vendors 
of market transaction information (““vendors”’) required 
by the Rule and the Plan to display consolidated data on 
their interrogation systems prior to the availability of a 
high speed data transmission line? 


Interpretative Response: No. Vendors become obligated 
under the Rule to display consolidated last sale data on 
interrogation devices only after the commencement of 
Phase I! of the consolidated system. 4/ Phase I! of the 
Plan, as described therein, contemplates the full imple- 
mentation of the consolidated system, and includes three 
elements: Namely, the reporting and dissemination of 
last sale data with respect to eligible securities to be in- 
cluded in Network A, 5/ the reporting and dissemina- 
tion of last sale data with respect to eligible securities to 
be included in Network B, 6/ and the availability of last 
sale data with respect to transactions in all eligible secur- 
ities to vendors by means of a high speed line permitting 
them to receive this information on a current basis, re- 
gardless of any delay in the dissemination of this informa- 
tion over Network A and Network B, for the purpose of 
servicing interrogation devices. 7/ Thus, until the con- 
solidated system is fully implemented, including an oper- 
ational high speed data transmission line, vendors have 
no obligations under the Rule or the Plan to display con- 
solidated data on interrogation devices. 8/ Vendors, of 
course, may wish, on a voluntary basis, to receive con- 
solidated last sale data with respect to eligible securities 
prior to implementation of a high speed line, and every 
effort should be made to enable them to do so. 


Question 2: What are the minimum display requirements 
under the Rule for interrogation systems once the high 
speed line is operational and Phase I! of the consolidated 
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system is in effect? 


Interpretative Response: \nterrogation systems must be 
able to display the most recent last sale price as reported 
in the consolidated system, accompanied by, absent an ex- 
emption, a market identifier indicating the market place 
in which the most recent last sale occurred, and, in addi- 
tion, simultaneously or upon separate inquiry, by some 
non-misleading display of volume. A display of volume 
which is either (i) the volume associated with the most 
recent last sale in the consolidated system, or (ii) cumu- 
lative volume on a consolidated basis will be deemed non- 
misleading and in compliance with the Rule. 





Question 3: Certain types of market interrogation equip- 
ment are capable, using cathode ray tubes, of displaying 
multiple bits of information concerning a given security 

at any one time. In addition to last sale price and volume, 
these devices are capable of displaying simultaneously such 
items as Opening price, previous day’s close, high and low 
for the trading day, etc. Once the minimum requirements 
of the Rule are met, are there any restrictions imposed by 
the Rule or the Plan on the other information displayed? 


Interpretative Response: The Commission believes that a 
display which presents, for a given security, the most re- 
cent last sale and volume on a consolidated basis and 
other information (e.g., high, low, previous day’s close, 
etc.) on some other basis, such as the primary market for 
that security, is potentially misleading. Such problems 
could be avoided by ensuring that, if a request for con- 
solidated information is made on a device which provides 
multiple bits of information on a cathode ray tube display, 
all fields on the screen except for the most recent last 

sale price, volume, market identifier, and tick symbol 
remain blank unless presented on a consolidated basis. 


- 


If a vendor is not capable, as a technical matter, of elimin- 
ating all non-consolidated data from a comprehensive dis- 
play, cannot eliminate such data without losing the indi- 
vidual market information, or is capable of displaying 
consolidated and non-consolidated data simultaneously 
under circumstances which prevent the display from 

being misleading, such a vendor may maintain a mixed 
display of consolidated and non-consolidated informa- 
tion. However, if such a mixed display is presented, ven- 
dors must make full and complete disclosure to all possible 
users of the system as to which of the information display- 
ed is presented on a consolidated basis and which is 

based on last sale reports from a particular named mar- 

ket center. 


Question 4: May vendors continue to display on interro- 
gation devices market information for a particular security 
solely based on last sale reports from an individual market 
center? 


Interpretative Response: Yes, provided that the interroga- 
tion device is capable, upon inquiry, of displaying the 
minimum consolidated information required by the Rule, 
including the most recent last sales prices as reported in 
the consolidated system. 










j Question 5: May vendors continue to provide monitoring 
displays based solely on last sale reports from an individ- 
ual market center, including those which display (i) last 


i) 


prices and ticks for a selected list of securities, (ii) the most 
recent five trades in a selected list of securities, and (iii) those 
securities which have exceeded or fallen beneath a prese- 
lected price? 


Interpretative Response: Yes, provided the display is not 
misleading and that the interrogation device is capable, 
upon inquiry, of displaying the minimum consolidated 
information required by the Rule for each security in the 
monitoring display. Vendors are not required, but are en- 
couraged, to make available monitoring displays based on 
last sale data as reported in the consolidated system. 


Question 6: May vendors employ market interrogation 
equipment which is not capable of displaying a market 
identifier for the last sale as reported in the consolidated 
system? 


Interpretative Response: No, unless the Commission has 
exempted the vendor from the operation of the Rule or 
unless the equipment is capable of reporting: 


1. the last sale in any given security, regardless of 
market center in which it takes place and whether 
or not that market center is identified, and 


2. the last sale price in each market center in which 
such security is traded, upon specific inquiry for 
each such market center’s last sale information as 
to that security. 9/ 


Requests for exemptions from the market identifier re- 
quirements of the Rule will be treated by the Commis- 
sion on a case-by-case basis. Among the factors which 
the Commission will consider in determining whether 
compliance with the Rule with respect to a particular 
device is not necessary in the public interest or for the 
protection of investors are the number of non-comply- 
ing devices in service, whether the vendor can offer to 
its subscribers equipment which does comply with the 
Rule’s market identification requirements, and the 
degree to which non-complying equipment is being 

or will be phased out according to a reasonable timetable 
established by the vendor. 


Question 7: \f a vendor chooses to display multiple bits 
of information concerning a given security (e.g., open 
high, low) on a consolidated basis on market interroga- 
tion equipment, must each such bit of information be 
accompanied by a market identifier? 


Interpretative Response: No. A Market identifier is re- 
quired to identify only the market of origin of the most 
recent last sale as reported in the consolidated system. 
However, vendors should take steps to ensure full dis- 
closure to brokers, dealers and investors that all informa- 
tion in the display is presented on a consolidated basis 
and that the market identifier shown relates only to the 
most recent last sale as reported in the system. 


Question 8: Must vendors, in complying with the mar- 
ket identification requirements of the Rule with respect 
to interrogation systems, employ as market identifiers 
the alphabetic symbols used to identify the market of 
origin of trades on a moving, real-time last sale report- 
ing system (i.e., moving ticker)? 
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Interpretative Response: No. Any type of symbol, whether 
alphabetical, numerical or otherwise, may be used by ven- 
dors to identify the market of origin of consolidated last 
sale reports so long as such symbols are not misleading and 
the market place associated with each symbol is clearly 
identified. 


Question 9: Are there any restrictions on the symbols used 
to interrogate for last sale in the consolidated system. 


Interpretative Response: No. Vendors may use the consoli- 
dated tape ticker symbol (the old NYSE symbol in the case 
of an NYSE listed security) to interrogate for last sale in- 
formation from the NYSE and some other symbol to inter- 
rogate for consolidated data. However, any symbol which 
differs from the consolidated tape symbol which is used 

to interrogate for consolidated data must be simple and 
easy for brokers and investors to use. Thus, use of the tape 
symbol followed by a large number of numeric or alpha- 
betic symbols to interrogate for consolidated data, when 

a substantially more convenient method of inquiry is avail- 
able on the same device for interrogating non-consolidated 
information, would not comply with Rule 17a-15. 


Moreover, all vendors are not required to use an identical 
symbol to interrogate for consolidated data. Each vendor 
must provide full disclosure of the method by which last 
sale information on a consolidated basis may be obtained 
from his particular equipment. 


Question 10: Must interrogation systems which display 
market averages, such as the Dow Jones Industrial Aver- 
age or the Standard & Poor's 500, together with con- 
solidated data, compute such averages for display pur- 
poses based on all last sale reports contained in the con- 
solidated system? 


Interpretative Response: No. Vendors may continue to 
display market averages in the same manner they do 
currently. 


Question 11: Are vendors required under the Rule to dis- 
play on interrogation devices last sale reports for all se- 
curities reported on Networks A and B, and would the 
exclusion of a security (or all securities) listed solely on 
one particular exchange constitute a violation of the 
Rule’s prohibition against discrimination on the basis of 
market place? 


Interpretative Response: \f a particular security trades in 
only one market center, reports of sales of such security 
are not required by the Rule to be displayed on interroga- 
tion devices, since no exclusion would be made “based on 
the market in which a transaction was executed.” On the 
other hand, if information as to any multiply-traded secur- 
ity is displayed with respect to any market, then regard- 
less of volume or investor interest, information as to that 
security from all markets must be carried by vendors, 
since failure to do so would constitute a prohibited ex- 
clusion based on market of execution. 10/ Thus, in order 
for vendors to comply with the Rule, all dually traded secur- 
ities for which information from any market place is car- 
ried must be displayed on a consolidated basis on inter- 
rogation systems. Any security which is traded in only one 
market place need not be displayed, or may be displayed 
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solely with respect to that market place. : 
t} 
Question 12: May vendors display on interrogation devices | | 
a moving last sale reporting display (“moving ticker’) which 
presents last sale reports from only one market center? 


Interpretative Response: No. Individual market center ori- 
ented moving tickers are not permissible, even when dis- 
played on interrogation devices which are capable of pre- 
senting, for an individual security, the minimum consoli- 
dated ihformation required by the Rule. The Rule requires 
that a moving ticker must include last sale reports from 

all markets. Since a moving ticker does not lose its charac- 
ter as such when presented on a cathode ray tube rather 
than on a wall display, any moving ticker dispalyed on an 
interrogation device must include last sale reports from 

all markets. 


By the Commission. 
George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 9850 (November 


3/ See Securities Exchange Act Release No. 11273 


(March 3, 1975). rT 


4/ Joint Industry Plan, Section VIII. t 


5/ Network A will report trades in New York Stock Ex- 
change (“NYSE”) listed securities which occur on any of 
the participating exchanges or in the third market. 


6/ Network B will report trades in American Stock Ex- 
change and certain regionally listed securities. 


7/ Joint Industry Plan, Section V. 


8/ See Securities Exchange Act Release No. 11273 
(March 3, 1975) at 7-8. 


9/ See Securities Exchange Act Release No. 10388 
(September 12, 1973). 


10/ See Rule 17a-15(b). The non-exclusion provisions of 
the Rule also apply to brokers and dealers. Rule 17a-15(f). 
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Release No. 11318/March 28, 1975 
Admin. Proc. File No. 3-4613 
In the Matter of 


ESB INCORPORATED 
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(81-173) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an order 


granting the application of ESB Inc., a Delaware Corpora- 
tion, under Section 12(h) of the Securities Exchange Act of 
1934 for an exemption from filing the final report on Form 
10-K required by the provisions of Sections 13 and 15(d) 
of the Act. It appears to the Commission that the requested 


exemption is not inconsistent with the public interest or pro- 


tection of investors because the company is now a wholly- 
owned subsidiary. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11319/March 28, 1975 


Admin. Proc. File No. 3-4552 
In the Matter of 


ROCCO MIRALDI 

doing business as 
MIRALDI ASSOCIATES 
694 Forest Avenue 
Staten Island, New York 


(815049) 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Rocco Miraldi, doing business as Miraldi 
Associates (“registrant”), a registered broker-dealer, 
failed to answer the order that instituted these proceed- 
ings with respect to him and is therefore in default. 1/ 


On the basis of the order for proceedings, it is found 
that registrant willfully violated Section 17(a) of the 
Exchange Act and Rule 17a-5 thereunder in that he 
failed to file reports of his financial condition for the 
years 1972 and 1973. 


In view of the foregoing, it is in the public interest to 
revoke registrant’s broker-dealer registration and to 
bar him from association with any broker or dealer. 


Accordingly, 1T IS ORDERED that the broker-dealer 
registration of Rocco Miraldi, doing business as Miraldi 
Associates, be, and it hereby is, revoked; and that Roc- 
co Miraldi be, and he hereby is, barred from being 
associated with any broker or dealer. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in that order may be deemed true 
as to a defaulting respondent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11320/March 28, 1975 


Admin. Proc. File No. 3-4506 
In the Matter of 


MACK, BUSHNELL & EDELMAN, INC. 
5 Hanover Square 
New York, New York 


(814844) 
FINDINGS AND ORDER OF CENSURE 


In these proceedings under the Securities Exchange Act, 
Mack, Bushnell & Edelman, Inc., a registered broker- 
dealer, has submitted an offer of settlement which the 
Commission has determined to accept. Solely for the pur- 
pose of these proceedings and any other proceedings pur- 
suant to specified provisions of the Exchange, Securities, 
Investment Company, Investment Advisers and Securities 
Investor Protection Acts, and without admitting or deny- 
ing the allegations in the order for proceedings, respon- 
dent consents to the findings and sanction set forth be- 
low. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that respondent willfully vio- 
lated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder 
in connection with its activities involving the stock of 
SaCom. On about October 31, 1972 respondent repre- 
sented that it had distributed the SaCom shares assigned 
to it for public sale when, in fact, it had not distributed 
such shares. Thereafter, the underwriting syndicate was 
terminated, and respondent sold its undistributed shares 
on the market to other broker-dealers. 1/ 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that Mack, Bushnell & 
Edelman, Inc. be, and it hereby is, censured. 


For the Commission, by the Office of Opinions and 
Review, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11321/March 28, 1975 


Admin. Proc. File Nos. 3-2848 and 3-4334 
In the Matter of 


WILLIAM HYMAN 
100 Washington Street 
Hempstead, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these two broker-dealer proceedings, William Hyman, 
who was a limted partner of Lincoln Securities and a vice- 
president of Hale Securities Corp., both formerly regis- 
tered as broker-dealers, 1/ has submitted an offer of 
settlement which the Commission has determined to 
accept. Solely for the purpose of settling these proceed- 
ings, and without admitting or denying the allegations 

in the orders for proceedings, respondent consents to 
findings of violations as alleged in those orders and to 

the imposition of a specified sanction. 


On the basis of the orders for proceedings and the offer 
of settlement, it is found that: 2/ 


1. During the period from about December 10, 1969 to 
February 19, 1971, respondent willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in that, while 
associated with Lincoln, he accepted orders for and 
effected transactions in securities at a time when Lincoln 
was insolvent, and participated in a scheme whereby se- 
curities were purchased, sold and sold short for an ac- 
count that was unable or unwilling to pay for securities 
purchased or to cover short sales. 


2. During the period from about November 1972 to 
July 1973, respondent willfully violated the above 
antifraud provisions and willfully aided and abetted 
Hale’s violations of Section 15(c)(5) of the Exchange 
Act in that, in the offer and sale of common stock of 
Proof Lock International, Inc., he charged unfair prices, 
effected transactions at a time when trading in the stock 
had been suspended by the Commission, and made 
material misrepresentations concerning the nature and 
profitability of Proof Lock’s business operations, its 
contracts and the market for its products, the specula- 
tive nature of Proof Lock stock, and the existence of 
current and accurate financial information concerning 
the company. 


3. During the periods from about December 1969 to 
September 1970 and from January through may of 1972, 
respondent willfully aided and abetted violations of Sec- 
tion 7(c)(1) of the Exchange Act and Regulation T pro- 
mulgated thereunder by the Board of Governors of the 
Federal Reserve System in that Lincoln and Hale im- 
properly extended credit to customers. 


4. During the period from about August 31, 1970 to 


February 19, 1971, respondent willfully aided and 
abetted violations of Section 15(c)(3) of the Exchange 
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Act and Rule 15c3-1 thereunder in that Lincoln effected 
securities transactions when its aggregate indebtedness ex- 
ceeded 2,000% of its net capital and it did not have or 
maintain net capital of at least $5,000. 


5. During the period from about April 15, 1970 to Feb- 
ruary 19, 1971, respondent willfully aided and abetted 
violations of Section 15(b) of the Exchange Act and Rule 
15b3-1 thereunder in that Lincoln did not amend its ap- 
plication for broker-dealer registration to reflect that an 
associated person had been permanently enjoined from 
further violations of the securities laws. 


6. During the period from about January 1972 to July 
1973, respondent willfully aided and abetted violations 
of Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder in that Hale did not make accur- 
ately, keep current and preserve required books and 
records. 


Hyman’s offer provides that he may be barred from asso- 
ciation with any broker-dealer, investment adviser or 
investment company except that he may be associated 
with a broker-dealer affiliate of an insurance company 
provided he participates solely in the sale of mutual funds 
in connection with the sale of life insurance involved in 
pension, profit sharing and Keogh plans. After 18 months, 
Hyman may apply to the Commission for permission to 
become associated with a broker-dealer in a non-super- 
visory and non-proprietary capacity. 


In view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settle- 
ment. 


Accordingly, IT IS ORDERED that, with the exception 
set forth above, William Hyman be, and he hereby is, 
barred from association with any broker-dealer, invest- 
ment adviser or investment company with the proviso 
that, after 18 months, he may apply to the Commission 
for permission to become associated with a broker-dealer 
in a non-supervisory and non-proprietary capacity. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Lincoln consented to revocation of its broker-dealer 
registration in Proceeding No. 3-2848. Securities Exchange 
Act Release No. 11157 (December 31, 1974), 6 SEC 
Docket 5. Hale’s registration was revoked in Proceeding 
No. 3-4334 on the basis of its default. Securities Exchange 
Act Release No. 10922 (July 22, 1974), 4 SEC Docket 
624. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 
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SECURITIES EXCHANGE ACT OF 1935 
Release No. 11322/March 28, 1975 


See Investment Advisers Act Release No. 449/March 28, 
1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11323/March 31, 1975 


Orders have been issued granting the application of the 
following stock exchanges for unlisted trading privileges 
in the common stock of the specified companies: 


CINCINNATI STOCK EXCHANGE 
Capital Holding Corp. 
Lilly (Eli) and Co. 
May Department Stores Co. (The) 
Schering-Plough Corp. 
United Telecommunications, Inc. 
Whirlpool Corp. 


PACIFIC STOCK EXCHANGE, INC. 
The International Nickel Company of 
Canada, Ltd. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11324/March 31, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 448/March 31, 1975 


NOTICE OF PROPOSAL TO ADOPT RULE 206(3)-1 
UNDER THE INVESTMENT ADVISERS ACT OF 

1940 WHICH WOULD EXEMPT INVESTMENT AD- 
VISERS REGISTERED AS BROKER-DEALERS 

FROM SECTION 206(3) OF THE ACT WITH RESPECT 
TO CERTAIN ADVISORY SERVICES (S7-559) 

NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission has under consideration a proposal to 
adopt Rule 206(3)-1 under the Investment Advisers Act 
of 1940 (the ““Act’”’). The Rule would exempt investment 
advisers who are registered broker-dealers from the require- 


ments of Section 206(3) of the Act in connection with trans- 


actions in relation to which such brokers or dealers are 
acting as investment advisers solely by means of (1) pub- 
licly distributed written materials or publicly made oral 
statements, or (2) responses to specific requests for sta- 
tistical information where such responses involve no 
expressions of opinion or estimates by the investment 
adviser as to the investment merits of a particular se- 
curity; provided, however, that such materials and oral 
statements include a statement that if the purchaser of 
the advisory communication uses the services of the 
adviser-in connection with a sale or purchase of a secur- 


ity which is a subject of such communication, the adviser 
may act as principal for its own account or as agent for 
another person. 


For the purposes of this Rule, publicly distributed written 
materials are those which are distributed to 35 or more 
persons who pay for such materials, and publicly made 
oral statements are those made simultaneously to 35 or 
more persons who pay for access to such statements. 


Section 206(3) of the Act makes it unlawful for any in- 
vestment adviser, by use of the mails or any means or in- 
strumentality of interstate commerce, directly or indirect- 
ly — 


acting as principal for his own account, knowingly 
to sell any security to or purchase any security 
from a client, or acting as broker for a person 
other than such client, knowingly to effect any 
sale or purchase of any security for the account 
of such client, without disclosing to such client 

in writing before the completion of such trans- 
action the capacity in which he is acting and ob- 
taining the consent of the client to such transac- 
tion. The prohibitions of this paragraph (3) shall 
not apply to any transaction with a customer of a 
broker or dealer if such broker or dealer is not 
acting as an investment adviser in relation to such 
transaction. 


The Commission proposes to adopt Rule 206(3)-1 because 
of indications that, as a result of the decision of the Com- 
mission that commission rates for securities transactions 
executed on or effected by the use of the facilities of a 
national securities exchange be unfixed, 1/ broker-dealers 
whose performance of investment advisory services was 
solely incidental to their brokerage business and without 
separate charge therefor may now decide to charge sepa- 
rately for these services. This practice would cause them 
to be subject to the provisions of the Act. However, com- 
pliance with Section 206(3) may be difficult in connec- 
tion with the performance of certain impersonal advisory 
services. In these circumstances, an exemption from Sec- 
tion 206(3) with respect to such impersonal advisory 
services appears to be consistent with the intent of Con- 
gress. Such services generally have been provided by 
broker-dealers without special charges. To that extent, 
they therefore have been services not subject to the pro- 
visions of the Act because of the exception provided by 
the Act from the definition of “‘investment adviser” for 
broker-dealers providing such services without special 
charge and solely incidental to their business as such 
broker-dealers. 2/ 


The Act broadly defines “‘investment adviser” to mean 
**... any person who, for compensation, engages in the 
business of advising others, either directly or through 
publications or writings, as to the value of securities 

or as to the advisability of investing in, purchasing, or 
selling securities, or who, for compensation and as part 
of a regular business, issues or promulgates analyses or 
reports concerning securities ....”” 3/ 


Any broker or dealer whose performance of investment 
advisory services is solely incidental to the conduct of 
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his business as a broker or dealer and who receives no 
special compensation therefor is specifically exempted 
from the definition. 4/ Broker-dealers who provide ad- 
visory services to their customers for special compensa- 
tion are, therefore, “investment advisers” within the 
meaning of the Act and thus subject to the provisions 
of Section 206(3) of the Act. 


A large brokerage firm providing thousands of persons 
with investment advisory services such as market letters 
or other widely distributed written publications, sem- 
inars, Or pricing and valuation services may find it diffi- 
cult and impractical to determine with respect to each 
customer with whom the firm proposes to effect a prin- 
cipal or crosstrade whether the firm has acted as an 
investment adviser “in relation to such transaction.” 
Moreover, the administrative problems of determining 
when and under what circumstances notice must be 
given, and the time involved in making such a determin- 
ation as well as the problems of handling the volume of 
paperwork that would be generated in providing written 
notice to all such customers and in obtaining their con- 
sent, may make the procedure required by Section 206 
(3) administratively unfeasible. Finally, because advisory 
recommendations are frequently quite specific with re- 
spect to a particular time interval or a specified price 
range within which a security is to be purchased or sold, 
it may be impractical to require the broker-dealer to 
wait until receipt of the customer's consent before ex- 
ecuting principal transactions or crosstiades. 


The Commission proposes, therefore. to utilize the 
exemptive rulemaking process provided by Sections 
206A and 211(a) of the Act 5/ to afford investment 
advisers who are registered broker-dealers an exemption 
from Section 206(3) with respect to their provision of 
certain impersonal investment advisory services. 


The exemption has been limited to these services be- 
cause they do not normally involve a close personal 
relationship between adviser and client which is likely 
to result in the cient’s relying on the adviser for ser- 
vices as a broker or dealer. In contrast, such a relation- 
ship exists, for example, in situations involving invest- 
ment supervisory services or discretionary management. 
In these situations, as well as in the rendering of invest- 
ment advisory opinions on an individual basis, the re- 
cipients of such services place a special trust and reli- 
ance on their investment advisers. In that context, it 

is critical that when the adviser also acts as agent or 
principal in securities transactions with the client, the 
protections of Section 206(3) should be applicable. 


For purposes of the proposed Rule, publicly distributed 
written matérials would be those which are distributed 
to 35 persons who pay for such materials, and publicly 
made oral statements would be those made simultane- 
ously to 35 or more persons who pay for access to 

such statements. 


A definition of “publicly distributed materials” and 
“publicly made oral statements” by reference solely to 
the number of “paying” customers to whom the ma- 
terials have been sent or the statements made, has the 
virtue of being both simple and precise. The definition 
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is also fitting to the purpose since persons who are merely 
recipients of materials distributed to a number of persons 
or among a number of persons to whom statements have 
been made, even if they have made specia! payments, are 
not as likely to have that type of close relationship with 
the adviser that would require that the Section 206(3) 
protections be available. 6/ 


Rule 206(3)-1 would not in any way diminish the obliga- 
tions, under the other antifraud provisions of the appli- 
cable federal securities laws, of investment advisers who 
are broker-dealers to provide full disclosure of material 
facts to persons to whom these services are made avail- 
able. 


Under the general anti-fraud provisions of the federal 
securities laws all persons, in connection with the pur- 
chase and sale of securities, have the duty to disclose 
material facts. 7/ In addition, brokers and dealers have 

a specific duty under the anti-fraud provisions of the 
Securities Exchange Act of 1934 to discicse material facts 
to their clients, 8/ and investment advisers have a similar 
duty under the anti-fraud provisions of the Act. 9/ 

Thus, if a broker-dealer has a relationship of trust and 
confidence with its customers and as principal sells to 
those customers securities which it recommended to them, 
the broker-dealer is required to disclose to such customers 
the nature and extent of its adverse interest, including (1) 
the best price at which the securities could be purchased 
in the open market, and (2) the cost to the broker-dealer 
of the securities to be sold. 10/ 


A broker-dealer which recommends to customers a 
transaction ir securities in which the broker-dealer is 
making an over-the-counter market, and who proposes 
to act as a principal in such transaction, may be requir- 
ed to disclose to the customer that it is a market-maker. 
11/ An investment adviser who issues publicly distri- 
buted materials has the duty to disclose to his customers 
any facts which might tend to call into question the pre- 
sumption that the adviser is dispensing disinterested in- 
vestment advise. 12/ Thus, the statement which would 
be required by the proposed Rule is in addition to what- 
ever disclosure may be required to comply with the pro- 
visions of subparagraphs (1) and (2) of Section 206 of 
the Act or other provisions of the federal securities laws 
concerning the adviser’s interest, if any, as principal or 
agent in any security referred to in the investment ad- 
vice. 


The text of Rule 206(3)-1 which the Commission pro- 
poses to adopt pursuant to Sections 206A and 211 (a) 
is as follows: 


Rule 206(3)-1. Exemption of Investment Advisers Re- 
gistered As Broker-Dealers In Connection With The 
Provision of Certain Investment Advisory Services 


An investment adviser which is a broker or dealer 
registered pursuant to Section 15 of the Securities 
Exchange Act of 1934 shall be exempt from Sec- 
tion 206(3) in connection with any transaction in 
relation to which such broker or dealer is acting 
as an investment adviser solely (1) by means of 
publicly distributed written materials or publicly 
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made oral statements or (2) through the issuance of 
responses to specific requests for statistical informa- 
tion where such responses involve no expressions of 
opinion or estimates by such investment adviser as 
to the investment merits of a particular security; 
provided, however, that such materials and oral 
statements include a statement that if the purchaser 
of the advisory communication uses the services of 
the adviser in connection with a sale or purchase of 
asecurity which is a subject of such communication, 
the adviser may act as principal for its own account 
or as agent for another person. 


For the purpose of this Rule, publicly distributed 
written materials are those which are distributed to 
35 or more persons who pay for such materials, and 
publicly made oral statements are those made simul- 
taneously to 35 or more persons who pay for access 
to such statements. 


Note: The requirement that the investment ad- 
viser disclose that it may act as principal or agent 
for another person in the sale or purchase of a 
security that is the subject of investment advice 
does not relieve the investment adviser of any dis- 
closure obligation which may be imposed by sub- 
paragraphs (1) or (2) of Section 206 or the other 
provisions of the federal securities laws. 


All interested persons are invited to submit their views 
and comments on the above proposal to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549, on or before April 29, 
1975. All such communications should refer to File 

No. $7-559 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Rule 19b-3 under the Securities Exchange Act of 1934 
(the “1934 Act’), which has recently been adopted by the 
Commission (Rel. No. 34-11203) mandates the unfixing of 
commission rates effective May 1, 1975. 


2/ Section 202(a)(11)(C) of the Act. 
3/ Section 202(a)(11) of the Act. 
4/ See note 2, above. 


5/ Pursuant to Section 206A, the Commission, by rules 
and regulations, upon its own motion, or by order upon 
application, may conditionally or unconditionally exempt 
any person or transaction, or any class or classes of per- 
sons, or transactions, from any provision or provisions 

of the Act or of any rule or regulation thereunder, if 

and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Section 211(a) 

, Provides that the Commission shall have authority from 
time to time to make, issue, amend, and rescind such rules 
and regulations and such orders as are necessary or appro- 


priate to the exercise of the functions and powers con- 
ferred upon the Commission elsewhere in the Act. For the 
purposes of its rules or regulations the Commission may 
classify persons and matters within its jurisdiction and pre- 
scribe different requirements for different classes of per- 
sons or matters. 


6/ The figure 35, which has been selected for the defini- 
tion of the terms “publicly distributed written materials” 
and “publicly made oral statements,” is the same figure 
which is designated in Rule 146(g)(1) of the Securities 
Act of 1933 (the “1933 Act”) as the limit on the number 
of purchasers of securities in an offering that would not 
be deemed to be a public offering within the meaning of 
Section 4(2) of the 1933 Act. 


7/ Section 17(a) of the 1933 Act, Section 10(b) of the 
1934 Act and Rule 10(b)-5 thereunder. 


8/ Section 15c-1 of the 1934 Act and Rule 15c(1)-2, 
15c(1)-3, 15c(1)-4, 15c(1)-5 and 15c(1)-6 thereunder. 


9/ Section 206(1) and 206(2) of the Act. 


10/ In the Matter of Arleen W. Hughes, 27 S.E.C. 629 
(1948); Hughes v.SEC.,174 F.2d 969 (D.C. Cir. 1949). 
See also Cant v. A. G. Becker, 374 F. Supp. 36 (N.D. 
il. 1974). 


11/ Chasin v. Smith, Barney & Co., inc., 438 F. 2d 1167 
(2d Cir. 1971) aff’g 305 F. Supp. 489 (S.D. N.Y. 1969). 


12/ See SEC v.Capital Gains Research Bureau, Inc., 375 
U.S. 180 (1963). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11325/March 31, 1975 


Admin. Proc. File No. 3-4629 

In the Matter of 

RELIANCE WORLD TRADE COMPANY LTD. 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until April 21, 1975 

to request a hearing on an application by Reliance World 
Trade Company Ltd. (the ‘“‘Applicant’), a wholly-owned 
subsidiary of Reliance Group, Inc. (“‘Reliance’’), pursu- 
ant to Section 12(h) of the Securities Exchange Act of 
1934 for an order exempting the Applicant from the 
reporting requirements of Section 13 of the 1934 Act. 


The Applicant operates as an overseas financing vehicle 
for Reliance and its subsidiaries and affiliates. The Appli- 
cant’s 5% Guaranteed Convertible Debentures due 1988 
are listed on the American Stock Exchange, where no 
trading transactions have occurred. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11326/March 31, 1975 


The Securities and Exchange Commission announced 

pursuant to Section 15(c)(5) of the Securities Exchange 
Act of 1934 the temporary suspension of over-the-coun- 
ter trading in the securities of |.T.S. Industries, Ltd., lo- 


cated in Fort Lauderdale, Florida for a ten-day period com- 


mencing at 3:00 p.m. (EDT) on March 31, 1975 and ter- 
minating at midnight (EDT) on April 9, 1975. 


The Commission initiated the suspension of trading in 
the securities of |.T.S. Industries, Ltd. because of the 
lack of adequate and accurate information concerning 
the company’s financial condition and operations. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarzied himself with said: 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11327/April 1, 1975 


An order has been issued granting the applications of the 
following stock exchanges to strike from listing and regis- 
tration the common stock of specified companies: Ameri- 
can Stock Exchange, Inc. - Viewlex, Inc.; Midwest Stock 
Exchange, Inc. - Revere Copper and Brass, Inc.; and Paci- 
fic Stock Exchange, Inc. - Flock Industries, Inc. 


As of May 31, 1974, Viewlex had a net tangible asset 
deficit of $5,020,838 and had sustained net losses during 
its three most recent fiscal years ended May 31, 1974, as 
follows: 1974, $5,340,000; 1973, $14,690,000; and 
1972, $914,000. For the six months ended November 30, 
1974, Viewlex reported a net loss of $4,473,000. 


Revere Copper and Brass was delisted due to its inactivity 
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on the Midwest Stock Exchange. The company remains 
listed and registered on the New York and Pacific Stock Ex- 
changes, and retains unlisted trading privileges on the Bos- 
ton Stock Exchange. 


Flock Industries was delisted on its own request. The com- 
pany remains listed and registered on the American and 
PBW Stock Exchanges, and retains unlisted trading priv- 
ileges on the Boston Stock Exchange. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11328/April 2, 1975 


NOTICE OF REVISED PROPOSED RULES 10b-20 AND 
10b-21 AND PROPOSED AMENDMENTS TO RULES 
17a-3(a)(6) AND 17a-3(a)(7) UNDER THE SECURITIES 
EXCHANGE ACT OF 1934 


File No. S7-510 


The Commission today announced for public comment 
revised proposed Rules 10b-20 and 10b-21 and revised 
proposed amendments to Rules 17a-3(a)(6) and 17a-3(a) 
(7) under the Securities Exchange Act of 1934 (the 
“Act’’). Rules 10b-20 and 10b-21 would be adopted pur- 
suant to Sections 10(b) and 23(a) of the Act; the amend- 
ments to Rules 17a-3(a)(6) and 17a-3(a)(7) would be 
adopted pursuant to Sections 17(a) and 23(a) of the 
Act. Rules 10b-20 and 10b-21 and the amendments to 
Rules 17a-3(a)(6) and 17a-3(a)(7) were first proposed 

in Securities Exchange Act Release No. 10636 (Feb. 11, 
1974). 


Rules 10b-20 and 10b-21 relate to certain practices 
which were brought to the Commission’s attention, in 
part, as a result of an investigation by the Commission's 
staff. Proposed Rule 10b-20 would prohibit underwriters 
and dealers participating in a distribution from requiring 
a purchaser, in order to receive an allocation of securities 
from the underwriter or dealer, to pay consideration in 
addition to the amount indicated in the prospectus or to 
perform any other act such as purchasing an additional 
security in an unrelated offering (so-called “tie-in” ar- 
rangements). Proposed Rule 10b-21 would impose certain 
limitations on purchases to cover short sales where such 
short sales were effected prior to the commencement of 
an offering involving securities of the same class. 


A detailed explanation of the purpose and intendment 
of proposed Rules 10b-20 and 10b-21 may be found in 
Securities Exchange Act Release No. 10636. Interested 
persons should refer to that release for a more comp'ete 
understanding of the practices which the proposed 
rules address. 


After receiving numerous comments on proposed Rules 
10b-20 and 10b-21, the Commission has determined to 
modify the provisions of those proposed rules in several 
important respects and to republish the proposed rules 
for comment. The following is a synopsis of the proposed 
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changes. 


Proposed Rule 10b-20 


Rule 10b-20 is intended to be a comprehensive prohibition 
against the described fraudulent conduct. As modified, 
proposed Rule 10b-20 would prohibit any person, direct- 
ly or indirectly, in connection with a public offering of 
securities made pursuant to a registration statement under 
the Securities Act of 1933 or a notification on Form 1-A 
under such Act, from requiring any purchaser of the offer- 
ed securities to perform any act other than paying for the 
securities purchased (with certain exceptions), such as 
purchasing any other security in an unrelated offering or 
paying any consideration in addition to that indicated in 
the applicable prospectus or offering circular. 


The Commission realizes that historical investment 
patterns may exist between a broker-dealer and an in- 
vestor and that certain investors may desire to purchase all 
new issues or many new issues offered by an underwriter 
or broker-dealer. Proposed Rule 10b-20 is not intended 

to interfere with such relationships; rather, it is aimed at 
requirements initiated by the underwriter or broker-deal- 
er participating in an offering which are imposed upon a 
customer as a condition of participation in any particular 
offering. 


As originally proposed, Rule 10b-20 was applicable to any 
“offering of securities” so long as the jurisdictional means 
were utilized. The revised proposal is limited specifically 
to certain offerings, namely an offering of securities 
covered by a registration statement filed under the Se- 
curities Act of 1933 or an offering of securities covered 
by a notification on Form 1-A under such Act. 


Subparagraph (1) of proposed Rule 10b-20(a) has beer 
modified expressly to permit unit offerings, i.e., offer- 
ings of more than one security pursuant to the same re- 
gistration statement or notification on Form 1-A. 


Paragraph (b) has been modified by the addition of a 
new exemption (contained in subparagraph (1) thereof) 
which specifically exempts requirements which are im- 
posed on purchasers who are underwriters or dealers 
Participating in an offering if such requirements are im- 
posed pursuant to the terms of a written agreement be- 
tween the issuer and any underwriter, or maong under- 
writers, or among underwriters and dealers, and if the 
agreement is for the purpose of effecting an underwritten 
offering and includes terms that are usual and customary 
to such agreements. 


Proposed Rule 10b-21 


Proposed Rule 10b-21 is designed to prevent manipulative 
short selling practices in connection with underwritten 
public offerings of securities of the same class as out- 
standing securities. Manipulative opportunities exist in 
such offerings because the outstanding securities can be 
sold short prior to the commencement of the offering 
with the expectation that such selling activity will lower 
the price of the offered security and enable the short 


seller to cover at a depressed price. 


The coverage of proposed Rule 10b-21 has been modified 

in several respects. The rule has been limited to underwritten 
offerings of equity securities for cash covered by a registra- 
tion statement under the Securities Act of 1933 or a notifi- 
cation on Form 1-A under such Act. The first proviso of 

the rule as originally proposed (which would have prohibited 
the giving of an indication of interest to purchase a security 
in certain offerings if a short sale of a security of the same 
class had been made) has been eliminated. The rule has 

been redrafted to prohibit only certain covering purchases. 


The redvised rule would prohibit a covering purchase in 
connection with a short sale if the short sale was made 
within a ten-day period before the commencement of an 
offering covered by a registration statement or a notifica- 
tion on Form a-A and if the covering purchase would be 
made from an underwriter or other dealer participating 
in the distribution. 1/ In addition, if the short sale was 
made within five days before the commencement of the 
offering, the rule would prohibit covering purchases of 
securities of the same class as those covered by a registra- 
tion statement or a notification of Form 1-A within a 
five day period after the commencement of an offering 
or before the termination of the offering, whichever is 
earlier. The applicable prohibition would extend to a 
short sale of a security of the same class as the offered 
security and the purchase, within the specified period, 
of a security convertible into or exchangeable for a se- 
curity of the same class as the security offered. 


The term “completion” of the offering has been deleted 
from the proposed rule and replaced by a reference to 
the date of termination of stabilizing and of trading 
restrictions on underwriters participating in the offering. 
In addition, the term “effective date” with respect to a 
registered offering used in the rule as originally proposed 
has been replaced by the term “commencement” of such 
registered offering in view of the fact that these dates do 
not necessarily coincide. 


A new subparagraph (b), which provides an exemption 

for certain transactions, has been added to proposed Rule 
10b-21. An exemption for short sales of a security would 
be available for both a market maker who submits bid and 
ask quotations as to such security in an inter-dealer quo- 
tation system at specified prices on each of at least twelve 
business days within the thirty calendar days preceding 
the commencement of the offering, with no more than 
four business days in succession without a two-way quota- 
tion, and market makers who submit both bid and ask 
quotations in an inter-dealer quotation system at specified 
prices on ten consecutive business days preceding commence- 
ment of the offering. Any broker-dealer taking advantge of 
this exemption, however, could not accumulate a short po- 
sition by the close of any day during the ten-day period 
preceding the commencement of the offering in excess of 
two percent of the number of shares proposed as of that 
day to be publicly offered. 


Finally, the revised proposed rule contains a new paragraph 


(c) which defines the term “‘arbitrage”’ for purposes of the 
rule. 
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Rule 17a-3 


The amendments to Rule 17a-3 (the Commission’s broker- 
dealer recordkeeping rule) would require that broker-dealer 
memoranda of sale orders for over-the-counter securities 
be marked as “long” or “short.” Rule 10a-1 under the Act 
currently imposes certain requirements as to “long” and 
“short” marking for sale orders of exchange-traded securi- 
ties. The proposed amendment to Rule 17a-3(a)(6) would 
cover brokerage sales orders and the amendment to Rule 
17a-3(a)(7) would cover principal transactions with cus- 
tomers. These proposed amendments to Section 17 rules 
have been changed to delete the requirement as to transac- 
tions for a broker-dealer’s own account with other broker- 
dealers. 


Because the revisions to proposed Rules 10b-20 and 10b-21 
are significant, the Commission has determined to repub- 
lish those rules for public comment. The proposed amend- 
ments to Rules 17a-3(a)(6) and 17a-3(a)(7) are being re- 
published so that proposed Rules 10b-20 and 10b-21 may 
be reconsidered in the context of those companion proposals. 
Interested persons should address their comments to George 
A. Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, N. W., Washington, D. C. 
20549. Comments should refer to File No. S7-510 and 
should be received by the Commission no later than May 

2, 1975. All such communications will be available for pub- 
lic inspection. 


The text of the proposed rules, proposed amendments, 
and rules follows. To indicate revised language from 
Rules 10b-20, 17a-3(a)(6), and 17a-3(a)(7), as proposed 
on February 11, 1974, newly revised language is in italics 
and newly deleted tanguage is bracketed; Rule 10b-21 

is totally redrafted trom that version published on Feb- 
ruary 11, 1974: 


Rule 10b-20 Prohibition Against Certain Acts In Con- 
nection With Securities Offerings 


(a) It shall constitute a “manipulative or deceptive device 
or contrivance” as used in Section 10(b) of the Act [be 
unlawful] for any [person, including, but not limited to, 
an] underwriter, prospective underwriter, issuer, broker, 
dealer or other person who has agreed to participate or is 
Participating, directly or indirectly, in an offering of 
securities covered by a registration statement filed under 
the Securities Act of 1933 or covered by a notification on 
Form 1-A under such Act, by the use of any means or 
instrumentality of interstate commerce, or the mails, or 
of any facility of any national securities exchange, [in 
connection with the offer or sale of any security regis- 
tered on a national securities exchange or any security 
not so registered,] directly or indirectly 


(1) to require a purchaser [or proposed purchaser] of 
such security to purchase any other security being or 
proposed to be offered or sold by any such person, 
other than a security covered by the same registration 
Statement or notification on Form 1-A, or [(2) to re- 
quire a purchaser or proposed purchaser] to make pay- 
ment of any consideration for such security in addition 
to [other than] that indicated in the registration state- 
ment [and prospectus] or notification on Form 1-A and 
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offering circular covering the offer and sale of such 
security, or 


(2) [3] to require a purchaser [or proposed purchaser, 
in order to purchase such security,] of such security, to 
perform any act, engage in any conduct, effect any other 
transaction or refrain from [assurance to perform, en- 
gage in, effect or] any of the foregoing, [other than any 
usual or customary requirements for payment for such 
security within the time required under this Act or the 
opening of an account with such broker or dealer] 

other than as indicated in the registration statement or 
notification on Form 1-A and offering circular. 


(b) This rule shall not prohibit 


(1) normal and customary requirements with respect to 
such matters as time of payment or maintenance of an 
account; or requirements pursuant to the terms of a 
written agreement bétween an issuer and any underwriter 
or among underwriters or among underwriters and dealers 
entered into for the purpose of effecting an underwritten 
offering, or 


(2) any transaction or transactions or other conduct if 
the Commission, upon written request or upon its own 
motion, exempts such transaction, transactions or con- 
duct either unconditionally or on specified terms and 
conditions as not constituting a manipulative or decep- 
tive device or contrivance comprehended within the 
purpose of this rule. 


Rule 10b-21 Prohibition Against Certain Short Selling 
(a) It shall constitute a “manipulative or deceptive de- 
vice or contrivance” as used in Section 10(b) of the Act 
for any person who effects one or more short sales of 
equity securities of the same class as securities distributed 
for cash pursuant to a registration statement filed under 
the Securities Act of 1933 or pursuant to a notification 
on Form 1-A under such Act, directly or indirectly, 


(1) to cover such short sale or sales with securities pur- 
chased from an underwriter or broker or dealer partici- 
pating in the distribution, if such short sale or sales took 
place between the tenth business day before the com- 
mencement of such distribution and the commencement 
of such distribution, or 


(2) to cover such short sales with any securities purchased 
on or before the earlier of (A) the fifth business day after 
the commencement of such distribution of (B) the date 
of termination of the stabilization arrangements and 
trading restrictions for participants in such distribution, 

if such short sale or sales took place between the fifth 
business day before the commencement of such distribu- 
tion and the commencement of such distribution. 


(b) The provisions of this rule shall not apply to 


(1) any bona fide foreign or domestic arbitrage transac- 
tion, or 


(2) any broker or dealer which is registered with a nation- 
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al securities exchange as a specialist in the class of securi- 
ties being distributed or which is registered as an odd-lot 
dealer with respect to such securities, or which submits 


both bid and ask quotations as to such securities in an inter- 


dealer quotation system on ten consecutive business days 
preceding the commencement of such distribution or on 
each of at least twelve days within the thirty calendar days 
prior to commencement of the distribution, with no more 
than four business days in succession without such a two 
way quotation; Provided, however, That any such broker 
or dealer who is not a specialist or odd-lot dealer shall not 
accumulate a short position at the close of any day during 
the ten business days preceding the commencement of such 
offering in excess of two percent of the number of shares 
proposed on such date to be publicly offered. 


(c) The term “arbitrage,”’ as used in paragraph (b), shall 
mean 


(1) a purchase or sale of a security in one market together 
with an offsetting sale or purchase of the same security in 

a different market at as nearly the same time as practicable, 
for the purpose of taking advantage of a current difference 
in prices in the two markets, or 


(2) a purchase of a security which is, without restriction 
other than the payment of money, exchangeable or con- 
vertible within 90 calendar days following the date of its 
purchase into a second security together with an offsetting 
sale at or about the same time of such second security for 
the purpose of taking advantage of a current difference in 
the price of the two securities. 


(d) This rule shall not prohibit any transaction or trans- 
actions if the Commission, upon written request or upon 
its own motion, exempts such transaction or transactions 
either unconditionally or on specified terms and condi- 
tions as not constituting a manipulative or deceptive de- 
vice or contrivance comprehended within the purpose of 
this rule. 


Rule 17a-3(a) Books and Records 

(6) A memorandum of each brokerage order, and of any 
other instruction, given or received for the purchase or 
sale of securities, whether executed or unexecuted. Such 
memorandum shall show the terms and conditions of the 
order or instructions and of any modification or cancella- 
tion thereof, the account for which entered, the time of 
entry, whether, if a sale, the order is entered “long” or 
“short,” the price at which executed and, to the extent 
feasible, the time of execution or cancellation. An order 
shall not be marked “‘long” unless (1) the security to be 
delivered after sale is carried in the account for which the 
sale is to be effected, or (2) the broker-dealer is informed 
tha the seller owns the security ordered to be sold, and 
as soon as is possible without undue inconvenience or ex- 
pense, will deliver the security owned to the account for 
which the sale is to be effected. Orders entered pursuant 
to the exercise of discretionary power by such member, 
broker, or dealer, or any employee thereof, shall be so 
designated. The term “instruction” shall be deemed to 
include instructions between partners and employees of 
a member, broker, or dealer. The term “time of entry” 


shall be deemed to mean the time when such member, 
broker, or dealer transmits the order or instruction for 
execution or, if it is not so transmitted, the time when 
it is received. 


(7) A memorandum of each purchase and sale of securities 
for the account of such member, broker, or dealer showing 
the price and, to the extent feasible, the time of execution 
[and whether, if a sale, such sale was effected “long” or 
“short”] ; and, in addition, where such purchase or sale 

is with a customer other than a broker or dealer, a mem- 
orandum of each order received, showing the time of 
receipt, the terms and conditions of the order, the account 
in which it was entered and whether, if a sale, such sale 
was effected “long” or “‘short.”’ A sale shall not be mark- 
ed “long” unless (1) the security to be delivered after 

sale is carried in the account for which the sale is to be 
effected, or (2) the broker-dealer is informed that the 
seller owns the security ordered to be sold and, as soon 

as is possible without undue inconvenience or expense, 
will deliver the security owned to the account for which 
the sale is to be effected. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ In addition to the questions under Section 10(b), the 
Commission has previously announced its view that short 
sales made prior to the effective date of a pending regis- 
tration statement covering securities of the same class of 
the same issuer as those sold short, which short sales are 
covered with shares obtained in the offering, raise serious 
questions under Section 5 of the Securities Act of 1933. 
See Securities Exchange Act Release No. 9824 (Oct. 16, 
1972). Therefore, any person intending to purchase se- 
curities in any registered offering should be on notice 
that selling short the same class of securities prior to an 
announced offering and covering with such offered secur- 
ities may be subject to the registration requirements of 
Section 5 of the Securities Act, as well as other applicable 
statutes and rules. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11329/April 2, 1975 


An order has been issued granting the application of the 
American Stock Exchange, Inc. to strike from listing 
and registration the certificates constituting a charge on 
income of Missouri-Kansas-Texas Railroad Company. 


As of December 31, 1973, the company had a consoli- 
dated net tangible asset deficit of $15,538,000 and sus- 
tained net losses during three of the four consecutive 
fiscal years ended December 31, 1973, as follows: 
1973, $8,195,974; 1972, $2,559,819: and 1970, $5,- 
011,628. The Exchange also notified with the company 
had reported a net loss of $2,342,562 for the nine 
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months ended September 30, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11330/April 2, 1975 


Admin. Proc. File No. 3-4481 
In the Matter of 
RALPH M. NORDSTROM 


7318 W. 16th Street 
St. Louis Park, Minnesota 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these proceedings under the Securities Exchange Act, 
no petition for review of the administrative law judge’s 
initial decision has been filed with respect to Ralph M. 
Nordstrom. The time for filing any such petition has ex- 
pired, and the Commission has not determined to review 


the issues with respect to Nordstrom on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rules of Practice, that the 
initial decision of the administrative law judge with 
respect to Ralph M. Nordstrom has become the final 
decision of the Commission. The order contained in that 
decision barring Nordstrom from association with any 
broker or dealer with the proviso that, after nine months, 
he may apply to the Commission for permission to be- 
come so associated in a non-supervisory position, upon 
an adequate showing that he will be properly supervised, 
is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11331/April 2, 1975 


Admin. Proc. File No. 3-4330 
In the Matter of 

DANIEL S. BRIER & CO., INC. 
40 Carrol Court 

Greenlawn, New York 
(813908) 

DANIEL S. BRIER 


IRVING ATHERTON 
55 Alley Street 
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Yonkers, New York 


ROBERT W. STEVEN CORP. 
New York, New York 


(8-16921) 


ROBERT ISAAC KONIGSBERG 


SCHWEICKART & CO. 
2 Broadway 
New York, New York 


(8-3657 
JOHN RADIN 


BAIRD PATRICK & CO., INC. 
67 Broad Street 
New York, New York 


(8-18029) 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administrative 
law judge’s initial decision has been filed with respect to 
the above-captioned respondents. The time for filing any 
such petition has expired, and the Commission has not 
determined to review the issues with respect to those re- 
spondents on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 
17(f) of the Commission’s Rule of Practice, that the 
initial decision of the administrative law judge with re- 
spect to the above-captioned respondents has become the 
final decision of the Commission. The order contained in 
that decision (1) revoking the broker-dealer registration of 
Daniel S. Brier & Co., Inc. and expelling that firm from 
membership in the National Association of Securities Deal- 
ers, Inc., (2) barring Daniel S. Brier from association with 
any broker or dealer with the proviso that, after one year, 
he may become so associated in a non-supervisory capa- 
city upon an appropriate showing to the Commission’s 
staff that he will be adequately supervised, (3) suspend- 
ing Irving Atherton from association with any broker or 
dealer for three months, and (4) and dismissing these pro- 
ceedings with respect to Robert W. Steven Corp., Robert 
Isaac Konigsberg, Schweickart & Co., John Radin and 
Baird Patrick & Co., Inc., is hereby declared effective. 
The suspension of Atherton shall commence as of the 
opening of business on April 14, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11332/April 2, 1975 


Admin. Proc. File No. 3-4530 


In the Matter of 




















PAUL WILLIAM SORCI 
Nessquoque, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Paul William Sorci, who was president of 
E. P. Seggos & Co., Inc., formerly a registered broker- 
dealer, 1/ has submitted an offer of settlement which 
the Commission has determined to accept. Solely for the 
purpose of settling these proceedings, and without admit- 
ting or denying the allegations in the order for proceed- 
ings, respondent consents to findings of violations as 
alleged in that order and to the imposition of a specified 
sanction. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that: 


1. During the period from about October 1 to November 
24, 1971, respondent willfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder 
in that, in connection with the purchase, offer and sale 
of common stock of Data Display Systems, Inc., he 
made material misstatements concerning the existence 
of prospective purchasers of the stock, the nature and 
composition of investors to whom the stock would be 
sold, and the manner in which the stock would be 

sold. 


2. During the period from about September 30 to Novem- 
ber 24, 1971, respondent willfully aided and abetted vio- 
lations of Section 15(c)(3) of the Exchange Act and 

Rule 15c3-1 thereunder in that Seggos effected securi- 

ties transactions when its aggregate indebtedness exceed- 
ed 2,000% of its net capital and it did not have or main- 
tain net capital of at least $5,000. 


3. Respondent willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rules 17a-3, 17a-4 
and 17a-11 thereunder in that Seggos failed to make ac- 
curately and keep current certain books and records 
during the period from about September 30 to Decem- 

ber 14, 1971, to preserve certain books and records, and 
to give the Commission immediate telegraphic notice of its 
net capital and recordkeeping deficiencies. 


4. From June 1971 to August 6, 1974, respondent will- 
fully aided and abetted violations of Section 15(b) of 
the Exchange Act and Rule 15b3-1 thereunder in that 
Seggos failed to amend its application for broker-dealer 
registration to disclose that the National Association of 
Securities Dealers, Inc., had revoked the registration of 
an officer of the firm. 


in view of the foregoing, it is in the public interest to 
impose the sanction specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that Paul William Sorci 
be, and he hereby is, barred from being associated with 
any broker-dealer, investment adviser, or investment 
company with the proviso that, after five years, he may 
apply to the Commission to become so associated in a 


non-supervisory and non-proprietary capacity. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Seggos’ broker-dealer registration was revoked in 
these proceedings on the basis of its default. Securities 
Exchange Act Release No. 11167 (January 8, 1975), 
6 SEC Docket 51. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11333/April 2, 1975 


See Investment Advisers Release No. 450/April 2, 1975. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11334/April 2, 1975 


Admin. Proc. File No. 3-4607 
In the Matter of 
JODY-TOOTIQUE 

(File No. 81-171) 


ORDER DENYING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order denying the application of Jody-Tootique (the 
“Applicant’”’), a California corporation, under Section 
12(h) of the Securities Exchange Act of 1934 (“1934 
Act’) for an exemption for the Applicant from the 
provisions of Sections 12(g), 13, and 14 of the 1934 
Act, and for an exemption for the Applicant's offi- 
cers, directors, and 10% beneficial owners from the 
provisions of Section 16 of that Act. 


It appeared to the Commission that the granting of 
the requested exemption would not have been consistent 
with the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11335/April 2, 1975 


The Securities and Exchange Commission announced 
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pursuant to Sections 15(c)(5) and 19(a)(4) of the Securi- 
ties Exci:ange Act of 1934 (“Exchange Act”) the .empor- 
ary suspension of over-the-counter and exchange trading 
in the securities of Standard Prudential Corp., a New 
York corporation located in New York, New York, for 
the ten-day period commencing at 10:45 a.m. (EDT) on 
April 2, 1975 and terminating at midnight (EDT) on 
April 11, 1975. 


The Cor-mission initiated the trading suspension 'ecause 
of questions concerning Standard Prudential Corp.'s 
announced assignment of its option to acquire 53% of 
the stock of Talcott National Corp. 


The Cor mission cautions broker-dealers, sharehc'ders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any brok- 
er or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any 
quotation but immediately contact the staff of the 
Securities and Exchange Commission, Division of 
Enforcement in Washington, D. C. If any broker or 
dealer is uncertain as to what is required by Rule 15- 
c2-11, he should refrain from entering quotations rela- 
ting to the securities in question until such time as he 
has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11336/April 3, 1975 


Admin. Proc. File No. 3-2610 
In the Matter of 

STUART J. VOISIN 

55 Water Street 

New York, New York 


ORDER DISMISSING PROCEEDINGS 


On the recommendation of the Commission’s Division 
of Enforcement and sufficient reason therefor appear- 
ing, 


IT iS ORDERED that this proceeding be, and it hereby 
is, dismissed with respect to Stuart J. Voisin. 


By the Commission. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11337/April 3, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c) of the Securities Exchange Act 
of 1934 (“Exchange Act’) the temporary suspension of 
the over-the-counter trading in the common stock of Na- 
turizer, Inc., of Norman, Oklahoma, for the ten-day period 
commencing at 2:00 p.m. (EDT) on April 3, 1975 and 
terminating at midnight (EDT) on April 12, 1975. 


The suspension was ordered because of the unavailability 
of adequate and accurate information about the corpor- 
ation’s financial condition. 


Naturizer, Inc., Norman, Oklahoma, is engaged in the 
manufacture and sale of compost produced through 
recycling organic waste materials. Naturizer, Inc. has 
approximately 10,000 shareholders scattered through- 
out the country with approximately 7,500,000 shares 
issued and outstanding. 


Naturizer, Inc. filed a Form 10-K on December 23, 
1974. This was the first periodic report that Naturizer, 
Inc. has filed since January 1, 1971. On March 19, 
1975, the auditors who prepared the financial state- 
ments submitted as a part of the Form 10-K a state- 
ment to the Commission staff that its “Auditors Opin- 
ion” dated September 2, 1974 “must no longer be re- 
lied upon or associated with the financial statements.” 
Additionally, the auditors notified the Commission 
staff that they have terminated their relationship with 
Naturizer, Inc. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all 
other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that pursuant to Rule 15c2-11 under the Ex- 
change Act, no quotation may be entered, trades con- 
summated or orders solicited unless and until they have 
strictly complied with all of the provisions of said rule. 
If any broker or dealer has any question as to whether 
or not he has complied with said rule, he should not 
enter into any quotation or engage in any transaction 
but should immediately contact the Securities and 
Exchange Commission, Division of Enforcement, 
Washington, D. C. If any broker or dealer is uncer- 

tain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations or engaging in other 
activities relating to the securities in question until 
such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation or engages 
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in any transaction which is in violation of said rule, the 


Commission will consider the need for prompt enforcement 


action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11338/April 3, 1975 


Admin. Proc. File No. 3-4476 
In the Matter of 


JERRY RICHMAN 
36 Fairview Avenue 
North Woodmere, New York 


AMENDING ORDER WITH RESPECT TO REMEDIAL 
SANCTIONS 


The Commission’s order herein of March 27, 1975 
(Securities Exchange Act Release No. 11314) accepted 
respondent's offer of settlement, and pursuant to his 
consent, imposed various sanctions on him. Among 
those sanctions was a suspension from association with 
any broker-dealer, investment adviser or investment 
company for “30 days effective as of the opening of 
business on April 7, 1975." Respondent now advises 
the Commission that a suspension at this particular 
point in time will impose special hardship on him and 
on his employer. Hence he asks that the effective date 
of his suspension be postponed. The Commission’s staff 
raises no Objection. 


Accordingly, 1T 1S ORDERED that the second full para- 
graph on page 2 of the Commission’s prior order herein 
be, and the same hereby is, modified by deleting “Ap- 

ril 7” and substituting “June 30” in its place and stead; 
and it is further 


ORDERED that Jerry Richman’s 30-day suspension 

from association with a broker-dealer, investment ad- 
viser or investment company begin at the opening of 
business on June 30, 1975. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11339/April 4, 1975 


See Securities Act Release No. 5577/April 4, 1975. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18894/March 27, 1975 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S. W. 
Canton, Ohio 44701 


(70-5350) 


NOTICE OF FILING OF POST-EFFECTIVE AMEND- 
MENT REGARDING INCREASING THE AGGREGATE 
MAXIMUM AMOUNT OF SHORT-TERM INDEBTED- 
NESS AND REQUEST FOR EXCEPTION FROM COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Ohio Power Com- 
pany (“Ohio”), an electric utility subsidiary company 
of American Electric Power Company, Inc., a registered 
holding company, has filed with this Commission an 
eleventh post-effective amendment to the application 
previously filed in this matter, pursuant to Section 6(b) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50(a)(5) promulgated thereunder 

as applicable to the proposed transaction. All interested 
persons are referred to the post-effective amendment to 
the application, which is summarized below, for a com- 
plete statement of the proposed transaction. 


By orders dated June 29, 1973, September 18, 1973, 
April 8, 1974, June 10, 1974, July 5, 1974, October 1, 
1974, December 31, 1974, and March 10, 1975 (Hold- 
ing Company Act Release Nos. 18018, 18100, 18367, 
18444, 18482, 18585, 18744, and 18853), this Com- 
mission, among other things, authorized the issuance 
and sale of short-term notes by Ohio to 71 banks in an 
aggregate amount up to $168,665,000 outstanding at 
any one time. At the time of said orders, the maximum 
amount of short-term indebtedness which Ohio could 
incur at any one time could not exceed $215,000,000. 


It is now proposed that Ohio incur short-term indebted- 
ness in an aggregate amount not to exceed $270,000,- 
000. In no event would the borrowings by Ohio of 
short-term funds through the issuance and sale of notes 
to banks and commercial paper to dealers in commer- 
cial paper exceed the maximum amount allowable both 
under Ohio’s Articles of Incorporation and the consent 
granted by Ohio’s Cumulative Preferred stockholders 
permitting an increase in the amount of unsecured short- 
term debt that Ohio could incur, which maximum 
amount as of December 31, 1974, was approximately 
$274,000,000. 


Each note payable to a bank to be issued by Ohio will 
be dated as of the date of the borrowing which it 
evidences and will mature not more than 270 days 
after the date of issuance or renewal thereof. Each note 
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will bear interest no greater than the prime rate of commer- 


cial banks at the time of issuance or in effect from time to 
time and will be prepayable at any time without premium 
or penalty. It is stated that Ohio will not pay any fees or 
charges to any of the banks in connection with the issu- 
ance and sale of such notes. Sufficient bank balances to 
meet operating and financial needs are kept at such banks 
to satisfy any compensating balance requirements in con- 
nection with the borrowings. If the average of such bank 
balances were maintained solely in order to fulfill the pre- 
vailing compensating balance requirements of such banks, 
generally between 15 and 20%, the effective interest cost 
to Ohio, based on a prime commercial rate of 742%, would 
be 9.1%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
maturity more than 270 days after the date of issue; none 
will be prepayable prior to maturity. The commercial 
paper notes of Ohio will be sold directly to not more than 
two dealers at a discount not in excess of the discount 
rate per annum prevailing at the time of issuance for com- 
mercial paper of comparable quality and maturity. No 
commercial paper notes will be issued having a maturity 
of more than 90 days at an effective interest cost which 
exceeds the effective interest cost at which Ohio could 
borrow from banks. The dealers will reoffer the commer- 
cial paper notes to not more than 100 of their customers 
identified and designated in a list (nonpublic) prepared 

in advance. It is expected that Ohio’s commercial paper 
notes will be held by each dealer’s customers to maturity, 
but if the customers wish to resell prior to maturity, the 
dealer, pursuant to a verbal repurchase agreement, will 
repurchase the notes and reoffer them to others in its 
group of 100 customers. 


The proceeds from the issuance and sale of the notes 
will be used by Ohio to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future construc- 
tion program. Such construction expenditures for the 
year 1975 is estimated to total $180,000,000. The appli- 
cation states that, unless otherwise authorized by the 
Commission, all of the short-term debt of Ohio will be 
retired by December 31, 1975, from internal cash re- 
sources, debt or equity financing, or cash capital con- 
tributions. 


Ohio requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance and 
sale of its commercial paper pursuant to paragraph (a) 

(5) thereof on the grounds that it is not practicable to 
invite competitive bids for commercial paper. Ohio also 
requests authority to file certificates under Rule 24 

with respect to the issuance and sale of commercial paper 
ona quarterly basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 


person may, not later than April 18, 1975, request in 
writing that a hearing be held on such matter, stating 
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the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effective 
amendment to the application which he desires to con- 
trovert; or he may request that he be notified should the 
Commission order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at 
the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 

said date, the application, as now amended or as it may 
be further amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18895/March 28, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5338) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING 
COMPANY AND CAPITAL CONTRIBUTIONS TO 
SUBSIDIARY 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc., (“AEP’’), a registered holding 
company, and Appalachian Power Company (‘“Appala- 
chian”’) and Indiana & Michigan Electric Company 
(“1&M”), its subsidiary electric utility companies, 

have filed with this Commission a post-effective amend- 
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ment to the application-declaration in this proceeding pur- 
suant to Sections 6(b), 9(a), 10, 12(b) and 12(f) of the 
Public Utility Holding Company Act of 1935 (““Act’’) 

and Rules 43 and 50(a)(3) promulgated thereunder re- 
garding the following proposed transactions. All inter- 
ested persons are referred to the post-effective amend- 
ment to the application-declaration, which is summar- 

ized below, for a complete statement of the proposed 
transactions. 


By orders dated June 29, 1973 and October 8, 1974 
(Holding Company Act Release Nos. 18013 and 18597), 
this Commission, among other things, authorized AEP to 
make cash capital contributions from time to time prior 
to June 30, 1975, to 1&M up to $100,000,000. It is now 
proposed that AEP be permitted to increase contribu- 
tions to 1&M to a total amount of $125,000,000. 


It is also proposed that AEP make additional investment 
in the equity of Appalachian in the form of the purchase 
from time to time prior to June 30, 1975 of a total of 
750,000 shares of common stock, no par value, of Ap- 
palachian for a consideration of $40 a share, or a total 
consideration of $30,000,000. As of March 7, 1975, Ap- 
palachian had 30,000,000 shares of its common stock 
authorized of which there were outstanding 9,937,000 
shares. 


The proceeds from the capital contributions and the sale 
of common stock are to be used by 1&M and Appala- 
chian to finance their construction programs and for 
the payment of short-term notes issued in connection 
therewith. 1&M and Appalachian estimate construction 
expenditures for 1975 at $80,000,000 and $140,000,- 
000 respectively. The State Corporation Commission 
of Virginia, the Public Service Commission of West Vir- 
ginia and the Public Service Commission of Tennessee 
have jurisdiction over the proposed issue and sale by 
Appalachian of its common stock to AEP. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 21, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said post-effec- 
tive amendment to the application-declaration which 

he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing there- 
on. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served per- 
sonally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mail- 
ing) upon the applicants-declarants at the above stated 
addresses, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the ap- 
plication-declaration, as now amended, or as it may 

be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 





as provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will re- 
ceive any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 
























































For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18896/March 28, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5332) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO A BANK 


Indiana & Michigan Electric Company (“1&M"’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, has 
filed with this Commission a tenth post-effective amend- 
ment to its application in this proceeding pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (“*Act’’) and Rule 50(a)(5) promulgated there- 
under regarding the following proposed transaction. 


By orders dated June 29, 1973, June 7, 1974, June 11, 
1974, July 5, 1974, October 25, 1974, December 31, 
1974, February 3, 1975, and March 12, 1975 (Holding 
Company Act Release Nos. 18014, 18445, 18453, 18479, 
18629, 18743, 18796, and 18858), this Commission, 
among other things, authorized the issuance and sale of 
short-term notes by 1&M to 39 banks in an aggregate 
amount up to $142,387,500 outstanding at any one 
time. At the time of said orders, the maximum amount 
of short-term indebtedness which 1&M could incur at 
any one time could not exceed $165,000,000. 


The notes will be issued from time to time prior to 
June 30, 1975, as funds are required, provided that 
none of the notes would mature later than December 
31, 1975. Each note payable to a bank to be issued by 
1&M will be dated as of the date of the borrowing 
which it evidences, will mature not more than 270 
days after the date of issuance or renewal thereof, will 
bear interest not greater than the prime commercial 
rate at the time of issuance or in effect from time to 
time and will be prepayable at any time without pre- 
mium or penalty. 
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1&M now proposes to issue and sell an additional $500,- 
000 of such short-term notes to Fort Wayne National 
Bank, Fort Wayne, Indiana and an additional $500,000 
to First National Bank & Trust Company of South Bend, 
Indiana, both of which are among the 39 previously 
named banks. The amount of borrowings from each 
bank would thus be increased from $1,500,000 to 
$2,000,000 and from $1,000,000 to $1,500,000, respec- 
tively. The maximum aggregate amount of any bank Bor- 
rowings would be increased to $143,387,500. The maxi- 
mum amount of short-term indebtedness which |&M 
could incur at any one time will remain at $165,000,000. 


Each note will bear interest no greater than the prime 

rate of commercial banks at the time of issuance or in 
effect from time to time and will be prepayable at any 
time without premium or penalty. It is stated that 1&M 
will not pay any fees or charges to any of such banks in 
connection with the issuance and sale of the notes. Suffi- 
cient bank balances to meet operating and financial needs 
are kept at the banks to satisfy any compensating balance 
requirements of such banks in connection with the bor- 
rowing. If the average of such bank balances were main- 
tained solely in order to fulfill the prevailing compensating 
balance requirements of such banks, generally between 15% 
and 20%, the effective interest cost to 1&M, based on a 
prime commercial rate of 712%, would be 9.1%. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debt presently out- 
standing and to pay part of the cost of its future construc- 
tion program. Such construction expenditures for the 
first half of 1975 is estimated to total $100,000,000. 

The application states that, unless otherwise authorized 
by the Commission, all of the short-term debt of 1&M 

will be retired prior to December 31, 1975, from internal 
cash resources, debt or equity financing, or cash capital 
contributions. 


No fees and expenses are expected to be incurred in con- 
nection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said application, as amended by said post-effec- 
tive amendment, be granted: 


IT iS ORDERED, pursuant to the applicable standards 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendment, be, and 
it hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18897/March 28, 1975 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 01581 


(70-5624) 


ORDER AUTHORIZING SHORT-TERM BORROWINGS 
BY SUBSIDIARY COMPANIES AND LOANS OF FUNDS 
BY PARENT TO VARIOUS SUBSIDIARIES AND 
GRANTING EXEMPTION FROM COMPETITIVE 
BIDDING 


New England Electric System (“NEES”), a registered 
holding company, and Granite State Electric Company 
(“Granite”), Massachusetts Electric Company (‘‘Mass 
Electric’’), The Narragansett Electric Company (“Nar- 
ragansett’’), and New England Power Company (“NEP- 
CO”), its subsidiary electric utility companies, (‘the 
borrowing companies”), have filed an application-de- 
claration and amendments thereto with this Commis- 
sion pursuant to Sections 6(a), 7, 9(a), 10 and 12 of 
the Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 42, 43, 45 and 50 promulgated thereunder 
regarding the following proposed transactions. 


The borrowing companies propose to issue through 
March 31, 1976, short-term promissory notes to cer- 
tain designated banks and/or to NEES, and Mass 
Electric and NEPCO also propose to issue notes to 
dealers in commercial paper. The aggregate amount of 
notes of each borrowing company to te held by the 
lenders at any one time will not exceed $9,000,000 
for Granite, $25,800,000 for Mass Electric, $130,000,- 
000 for NEPCO, and $23,700,000 for Narragansett. 
The maximum amounts of short-term borrowings by 
Mass Electric and NEPCO from banks and NEES to be 
outstanding at any one time will be reduced by the 
amount of its commercial paper outstanding at that 
time. Of the $23,700,000 proposed for Narragansett, 
$7,500,000 would only be used in the event that Nar- 
ragansett is unable to refund its First Mortgage Bonds, 
Series H, 82%, due April 1, 1975, through the sale of 
additional bonds. If such additional bonds are sold, 
the aggregate short-term borrowings by Narragansett 
will not exceed $16,200,000. 


The proceeds of the proposed borrowings are to be 
used by each borrowing company to pay its then out- 
standing notes payable to banks, dealers in commer- 
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cial paper and/or to NEES at or prior to maturity thereof, 
and to provide new money for capital expenditures or re- 
in.burse its treasury thereof. 


The proposed notes to banks and/or NEES will mature in 
less than one year from the date of issue and will be pre- 
payable at any time, in whole or in part, without premium. 


The borrowing companies will maintain sufficient operating 


balances to meet the lending banks’ compensating balance 
requirements or in lieu thereof will pay fees to the banks 


equivalent to such compensating balance requirements. The 
notes to banks will bear interest at not in excess of the prime 


rate in effect at the time borrowings are made or the prime 


rate plus the above-mentioned fees. The notes to NEES will 


bear interest at not in excess of the rime rate in effect at 
the time borrowings are made. If the operating balances 
were maintained solely to fulfill prevailing compensating 
balance requirements of about 10% to 20%, or fees equiva- 
lent thereto, the effective interest cost to the borrowing 
companies would be approximately 8.3% to 9.4% per 
annum, based on a prime rate of 72%. 


It is proposed that the borrowing companies may prepay 
their notes to NEES, in whole or in part, with borrowings 
from banks or from sale of commercial paper, or that 
their borrowings from banks may be prepaid, in whole 
or in part, with borrowings from NEES, or from the 

sale of commercial paper. In the event of borrowings 
from banks at a higher interest rate or the sale of com- 
mercial paper at a higher effective interest cost, to pre- 
pay notes to NEES, NEES will credit the borrowers 

for any excess interest from the date of issuance of 

the new notes or commercial paper to the normal ma- 
turity date of the notes to NEES being prepaid. Con- 
versely, in the event of borrowing from NEES to pre- 
pay notes to banks, the interest rate of notes issued to 
NEES will be the lower of (1) the interest rate on the 
notes being prepaid or (2) the prime interest rate then 

in effect, but with respect to (1) only to the maturity 
date of the notes so prepaid, and thereafter at the prime 
interest rate in effect at the time the new notes are 
issued. 


Mass Electric and NEPCO propose to issue and sell com- 
mercial paper to Lehman Commercial Paper Incorpor- 
ated (“Lehman”) and/or A. G. Becker & Co., Incorpor- 
ated (“Becker”), dealers in commercial paper. The com- 
mercial paper will be issued during the period through 
March 31, 1976, will have varying maturities of not 
more than 270 days after the date of issue, will be sold 
in varying denominations of not less than $50,000 and 
not more than $1,000,000, and will not by their terms 
be prepayable prior to maturity. Such notes will be 
issued and sold by Mass Electric and NEPCO directly 
to Lehman and/or Becker at a discount which will not 
exceed the discount rate prevailing at the date of issu- 
ance for commercial paper of comparable quality and 
like maturity. The effective interest cost will not ex- 
ceed the effective interest cost prevailing at the date 

of issue for borrowings from The First National Bank 
of Boston (“First National’’), except that, in order to 
obtain maximum flexibility, commercial paper may 

be issued with a maturity of not more than 90 days 
from the date of original issue of the commercial paper 
if the effective costs are in excess of such effective in- 
terest cost trom First National. 





Lehman and Becker, as principals, will reoffer the com- 
mercial paper at a discount rate not more than 1/8 of 
1% per annum less than the prevailing discount rate to 
the issuer. The notes will be reoffered by Lehman and 
Becker to not more than 100 of their respective customers 
whose names appear on nonpublic lists prepared in ad- 
vance by Lehman and Becker. It is expected that such 
commercial paper will be held to maturity by the pur- 
chasers from the dealers, but, if any such purchaser 

wishes to resell prior to maturity, Lehman or Becker, 

as the case may be, pursuant to an oral repurchase agree- 
ment will repurchase the paper for resale to others on 

said lists of customers. 


Mass Electric and NEPCO request exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issuance and sale of their commercial paper 
notes pursuant to Section (a)(5) thereof on the grounds 
that (a) the commercial paper to be issued will have ma- 
turities of not more than nine months, (b) the effective 
interest cost thereon will not exceed the effective inter- 
est costs at the time of issue for borrowings from The 
First National Bank of Boston, except that, in order to 
maintain maximum flexibility, commercial paper may 
be issued with maturities which in the aggregate do not 
exceed more than 90 days from the date of original 
issue of the commercial paper if the effective costs are 
in excess of such effective interest cost, from The First 
National Bank of Bostcn. (c) the current rates for com- 
mercial paper for prime borrowers such as Mass Electric 
and NEPC 0 are readily ascertainable by reference ‘> 
daily financial publications and (d) it is not practical 

to publish invitations for bids for commercial paper. 

It is also requested that the certificates of notification 
under Rule 24 regarding all of the proposed transactions 
be filled quarterly. 


It is stated that there are no fees or commissions, other 
than a $2,000 filing fee, to be paid in connection with 
the proposed transactions and that incidental services 

in connection with the proposed transactions will be 
performed, at cost, by New England Power Service Com- 
pany, an affiliated service company; such cost is esti- 
mated not to exceed $200 for each applicant-declar- 
ant, an aggregate of $1,000. Including their pro rata 
share of the filing fee, total expenses for each applicant- 
declarant will not exceed $600. 


The New Hampshire Public Utilities Commission has 
authorized the proposed issuance of short-term promis- 
sory notes by Granite and NEPCO. No other state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (Holding Company Act 
Release No. 18838), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the ap- 
plicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 
and that it is in the public interest and in the interest 
of investors and consumers that said application-de- 
claration, as amended, be granted and permitted to be- 
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come effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 

terms and conditions prescribed in Rule 24 promulgated 
under the Act, except that the time for filing certificates 

is extended as heretofor indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18898/March 28, 1975 


TERMINATION OF TEMPORARY SUSPENSION OF 
THE COMPETITIVE BIDDING REQUIREMENT OF 
RULE 50 WITH RESPECT TO COMMON STOCK OF 
REGISTERED HOLDING COMPANIES UNDER THE 
PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 

(S7-529) 


The Securities and Exchange Commission today announced 
that it will not continue beyond March 31, 1975, the tem- 
porary suspension of the competitive bidding requirements 
of Rule 50 promulgated pursuant to Sectons 6 and 7 of 
the Public Utility Holding Company Act of 1935 (“Act”) 
with respect to the issuance and sale of common stock of 
registered holding companies. Common stock issues here- 
tofore publicly announced by such companies on or be- 
fore January 31, 1975, may be sold on or before April 30, 
1975, without competitive bidding (Holding Company Act 
Rel. No. 18646, 5 SEC Docket 417). 


We adopted Rule 50 on April 8, 1941, requiring that se- 
curities issued by registered holding companies and their 
subsidiaries be sold by competitive bidding as set forth 
in the rule (Holding Company Act Rel. No. 2676). In 
addition to limited automatic exceptions, the rule itself 
provides for the granting of exceptions by order in spec- 
ial circumstances. Such exceptions have been granted 
sparingly. 


Rule 50 was adopted partly because of our concern with 
undue concentration in the business of underwriting pub- 
lic utility issues. More generally, Rule 50 provides a pric- 
ing mechanism to carry out the statutory mandate under 
which we may authorize the issue and sale of a security 
by a registered holding company or its subsidiary provid- 
ed that the price to the issuer and the underwriters’ com- 
pensation is reasonable. Competitive bidding is uniquely 
suited to accomplish that purpose. 


During the first four months of the suspension period, 
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five registered systems sold common stock by negotiation. 








(000’s omitted) 
Underwriters 
Issue Compensation 
Date § Holding Company Shares Proceeds % Amount 
Nov. 13 Delmarva Power 1,500 $15,000 7.5 $1,125 
and Light 
Jan. 21 Middle South 7,000 98,000 5.3 5,194 
Utilities, Inc. 
Feb.4 Central and 4,300 68,000 4.9 3,371 
Southwest 
Feb. 25 American Na- 2,000 72,250 49 3,540 
tural Gas 
Mar.19 General Public 2,300 32,200 4.9 1,564 
Utilities 
$285,450 $14,794 


In addition, four registered holding companies announced 
common stock issues to be sold by negotiation prior to 
April 30, 1975. 


During approximately the same period, 23 negotiated com- 
mon stock offerings of utility companies not subject to 
the Act were sold for an aggregate of about $706.5 million. 
The underwriters’ compensation on these issues ranged 
from 7.3% to 4.8%. No utility common stocks were com- 
petitively sold during this period. 


When we announced the temporary suspension of Rule 
50 on November 7, 1974, we at the same time ordered 

a public hearing. The temporary suspension was only 
tentative, based upon market conditions which then 
appeared to impede the sale of utility shares. In ordering 
the public hearing, we noted explicitly that it was not 
our purpose “to debate the general proposition of wheth- 
er or not the requirements of Rule 50 provide advantages 
which are superior to those obtainable through negotiable 
underwritings.” Rather, we sought information to assist 
us in determining whether any specific enduring factors 
warranted further suspension of the competitive bidding 
requirements of Rule 50 or other relief. 


The hearing was held on consecutive days from January 6 
through January 9, 1975. Representatives of underwriting 
firms, registered holding companies, a public interest 
group, and a consultant retained by us appeared. The De- 
partment of Justice, several registered holding companies, 
and the American Gas Association submitted their views 
in writing. 


Utility representatives and underwriters advocated con- 
tinuance of the suspension. Some suggested further sus- 
pension to the end of 1975 with another review at that 
time. Others favored an indefinite suspension with per- 
iodic review. 


The main points to which the parties addressed themselves 
were: (1) competition among underwriters to become 














managers; (2) formation of underwriting groups and alloca- 
tion of compensation among members; and (3) institutional 
investor interest in utility common stocks. 


The underwriters assert that competition in seeking man- 
agerships is intense within the industry, but that competi- 
tion is not based upon price. They acknowledge that it is 
generally difficult to wrest managerships from firms that 
have previously managed sales of common stock for a par- 
ticular issuer. If the issuer is not persuaded to select a new 
manager, the alternatives are to join, if invited, the syndi- 
cate being formed to market the issue or to turn to other 
business. It is not the custom to submit a competing offer 
in such circumstances. 


Syndication generally is tailored to the characteristics 

of the securities to be issued. The managers select the 
members who they believe will best market the issue. They 
may add to the group a firm suggested by the issuer. We 
are told that once the underwriting group is selected there 
is no inclination to add underwriters even if a firm origin- 
ally selected withdraws from the contemplated offering. 


Traditionally an underwriting syndicate consisted of a 
manager, a group of underwriters and a selling group. At 
one time these three functions, in major offerings, gener- 
ally were performed by different firms. A major portion 
of the total commission was allocated, on a per share 
basis, to members of the selling group, and the balance 
divided between the manager and the underwriting group. 
In recent years firms with substantial distribution capa- 
bilities have broadened the scope of their activities, and 
the pattern of underwriting has changed to some extent. 
At present the selling group tends to be coincident with 
the underwriting group, and major retail firms seek to man- 
age offerings or share in the management fees as coman- 
agers. This has introduced some centrifugal elements that 
in particular circumstances may deter the broad distribu- 
tion efforts that are generally claimed as the main attrac- 
tion of a negotiated underwriting. 


The underwriter’s portion of the compensation is designed 
to cover the risks of market changes during the offering, 
including those incident to stabilization. Although the 
risks and the profits are shared by the entire underwriting 
group, the pertinent decisions rest primarily with the man- 
ager, and net profit or loss from the underwriting account 
depends largely on the manager's skill in assessing the 
market acceptance of the issue. 


Specialized investment bankers without their own retail 
distribution network must rely on cooperating retail firms 
to dispose of a large part of their own underwriter’s allot- 
ment. Retail comanagers thus earn a large portion of the 
gross underwriter’s compensation through the selling con- 
cession. Conversely, specialized investment bankers re- 
main dependent on the size of the management portion 

of the total charge except to the extent they can earn 

the selling concession by placing their alloted shares with 
institutions. 


The selling concession also is a critical means of controlling 
Participation in the underwriting. Dealers who are not se- 

lected as members of the group receive a selling concession 
or reallowance smaller than that allowed within the group. 









There is a wide variation in the reallowance which is liberal 
on issues that seem hard to place but, on issues which seem 
readily salable, is low compared with the commission that 
can be earned on purchase of the same shares in the second- 
ary market. It is also the standard practice to reserve under 
the manager’s control part of the issue for the account of 
all the underwriters. It is used, among other purposes, for 
sale to dealers who are not members of the group at the 
full selling concession rather than at the lesser reallowance. 
To this extent, orders secured by non-members, including 
those in an unsuccessful bidding group, need not be wasted 
if the selling group has itself not fully sold the issue. A ne- 
gotiated underwriting is not essential for such auxiliary or 
complementary techniques of distribution. 


One important factor in the suspension was the apparent 
lack of institutional demand for public utility common 
stocks in the fall of 1974. The hearing confirmed that in- 
surance companies and mutual funds were on balance net 
sellers of such securities during this period. No useful data 
is available as to such other major investors as pension 
funds and bank trust departments. The lack of institu- 
tional demand at that time was largely accounted for by 
a number of factors affecting the volume of funds avail- 
able for investment. Such factors included an unusually 
high level of policy loans by life insurance companies, net 
redemptions by mutual funds, a series of extraordinary 
casualty losses for insurers coupled with an erosion of 
reserves due to a general market decline of the value of 
their investments, and the availability of high yield short- 
term notes as alternative investments. 


At present, sales to institutions again play a large role in 
offerings of public utility common stocks, and this may 
be expected to continue. Sales to institutional investors 
involve substantially less cost than sales of an equivalent 
volume of shares to small investors. Institutions are 
easier to canvass for the purpose of projecting the demand 
for a particular issue, and they are more accessible to in- 
vestment bankers who do little or no retail business. Un- 
like purchases in the secondary market, the purchase of 
an original issue involves no volume discount to institu- 
tions. 


The hearing disclosed the prevalence of “swaps” between 
underwriters and their institutional clients. This arrange- 
ment requires one or more of the underwriters to sell in 
the secondary market securities which the institution no 
longer wants in its portfolio. Such reciprocal sales nor- 
mally occur on the same day as the purchase of the new 
issue. But this practice may make published data with 
respect to underwriters’ compensation unreliable when 
an attempt is made to determine a reasonable price for 
such services. In a negotiated sale the underwriter can 

fix his compensation on a cost plus basis to reflect any 
such additional risks. In competitive bidding the effect 
of such extraneous factors on the underwriter’s compen- 
sation and on the price to the issuer is controlled or neu- 
tralized by the requirement that the successful bidder 
must offer a better price than his competitor. 


It has been stated that competitive bidding is impractical 
because securities salesmen cannot be assured that the 
bidding group with which their firms are associated will 
be the successful bidder. That has not prevented com- 
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petitive offerings in the 33 years since Rule 50 was adopted. 
The lack of such assurance has not deterred the formation 
of two or more competitive groups, each bidding for the 
issue and undertaking effective preselling exploration of the 
market. The suggestion seems to be that competitive bidding 
is not likely to engage the full or undivided attention of the 
sales force when many common stock issues by public utili- 
ties not under our jurisdiction are offered on a negotiated 
basis. 


We do not read these observations as implying that in pre- 
sent circumstances underwriters and retail firms would not 
organize or join potential bidding groups. We are entitled 
to assume that they are prepared to underwrite issues offer- 
ed for competitive bidding and that organizational and 
marketing techniques will be properly and effectively em- 
ployed to serve that purpose. 


A negotiated underwriting, it shouid be added, is not free 
from critical uncertainties. These affect the distributors in 
their marketing efforts and leave the issuer in doubt as to 
what the terms will be until the definitive agreement is 
reached. 


Although in a negotiated sale managers are selected by the 
issuer about six to eight weeks in advance of the retail 
distribution, their selection involves no commitment on 
the terms of sale. The agreement as to terms does not occur 
appreciably earlier than does the like agreement under 
competitive bidding. While it is styled a negotiated under 
writing, the issuer has little bargaining power when the 
moment to fix the terms of the sale arrives. 


In negotiated underwritings the selling concession, upon 
which the salesmen’s commission is normally based, is not 
fixed until immediately prior to the public sale. Advance 
announcement to salesmen of their commission rate is re- 
served for issues considered difficult to market. The final 
allocation of shares among members of the group is also 
deferred until immediately before the public sale. In one 
case reviewed at the hearing tentative allotments were cut 
back sharply by the managers shortly before the offer- 
ing in order to meet an unexpectedly large institutional 
demand, thereby leaving salesmen unable to fill further 
orders for an issue in high demand as a result of their 
efforts. 


Finally, it should be emphasized that we did not suspend 
competitive bidding because of the depressed prices for 
utility common stocks. The price at which a new issue of 
common stock of a public utility company can be sold is 
governed by the price of its outstanding common stock 
in the secondary market, whether the new issue is sold to 
underwriters in competitive bidding or by negotiation. 
We adopted the suspension because holding companies 
under our jurisdiction had reason to believe that the mar- 
keting procedures incident to competitive bidding might be 
inadequate to reach enough potential purchasers to place 
the stock they needed to sell. There was at the time a 
distinct undertainty and some pessimism concerning the 
outlook for utility stocks in general, and, specifically, an 
apparent lack of interest by institutional investors in util- 
ity common stocks. 


The facts developed at the hearing and our experience 
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with the results of offerings of debt and equity securities 
of utility companies in recent months, whether sold by 
negotiation or competitive bidding, persuade us that com- 
mon stock of registered holding companies can be mar- 
keted in the manner required by Rule 50. The temporary 
suspension has served its purpose. It need not be extended. 
The exemptive provisions of Rule 50 provide sufficient 
flexibility for an issuer under circumstances when the 
automatic exceptions provided in the rule are unavailable 
and the need for an exemption by order is clearly demon- 
strated. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18899/March 28, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5351) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO A BANK 


Appalachian Power Company (“‘Appalachian”’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed with this Commission a post-effective amend- 
ment to the application previously filed in this matter 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (““Act’’) and Rule 50(a)(5) pro- 
mulgated thereunder regarding the following proposed 
transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, August 23, 1974, December 31, 1974, 
and March 12, 1975 (Holding Company Act Release Nos. 
18015, 18348, 18448, 18480, 18543, 18741, 18742 and 
18860), this Commission, among other things, authorized 
the issuance and sale of short-term notes by Appalachian 
to 92 banks in an aggregate amount up to $165,423,000 
outstanding at any one time. At the time of said orders, 
the maximum amount of short-term indebtedness which 
Appalachian could incur at any one time could not ex- 
ceed $175,000,000. 


The notes will be issued from time to time prior to June 
30, 1975, as funds are required, provided that none of 
the notes will mature later than December 31, 1975. 
Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences, will mature not more than 270 days after 

the date of issuance or renewal thereof, will bear inter- 
est no greater than the prime rate of commercial banks 























at the time of issuance or in effect from time to time, and 
wiil be prepayable at any time without premium or pen- 
alty. 


It is now proposed that Appalachian issue and sell up to an 
additional $4,370,000 of such short-term notes to 34 pre- 
viously authorized banks; and up to $1,090,000 of such 
notes to 6 other named banks. Also, Appalachian proposes 
to issue and sell up to $25,000,000 in such short-term 
notes to a seventh bank, Manufacturers Hanover Trust 
Company, New York, New York (“Manufacturers”). The 
total borrowings from all banks and other short-term in- 
debtedness would not exceed $175,000,000 outstanding 
at any one time. 


It is stated that Appalachian will not pay any fees or 
charges to any of the banks in connection with the issu- 
ance and sale of such notes. Sufficient bank balances to 
meet operating and financial needs are kept at such banks 
to satisfy any compensating balance requirements in con- 
nection with the borrowings. If the average of such bank 
balances were maintained solely in order to fulfill the pre- 
vailing compensating balance requirements of such banks, 
except Manufacturers, generally between 15 and 20%, the 
effective interest cost to Appalachian, based on a prime 
commercial rate of 7.5%, would be 9.1%. Manufacturers 
will require Appalachian to maintain compensating bal- 
ances of 10% regarding $25,000,000 of bank lines made 
available by Manufacturers and additional compensating 
balances of 10% on the amount of borrowings from this 
bank. If the full amount were to be borrowed from this 
bank, the effective interest cost to Appalachian would 

be approximately 9.4%. 


No fees and expenses are expected to be incurred in con- 
nection with the proposed transactions. No state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


The proceeds from the issuance and sale of the notes 

will be used by Appalachian to reimburse its treasury 

for past expenditures made in connection with its con- 
struction program and to pay part of the cost of its 
future construction program, estimated at $140,000,000 
for 1975. The application states that, unless otherwise 
authorized by the Commissicn, all of the short-term debt 
of Appalachian will be retired by June 30, 1975, from 
internal cash resources, debt or equity financing, or cash 
capital contributions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said appiication, as further amended by said 
post-effective amendment, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 

as further amended by said post-effective amendment, be 
granted forthwith, subject to the terms and conditions 
prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18900/March 28, 1975 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 
New Castle, Pennsylvania 16103 


(70-5654) 


NOTICE OF PROPOSED AGREEMENT WITH COUNTY 
AUTHORITY FOR CONSTRUCTION OF SLUDGE DIS- 
POSAL FACILITIES FINANCED BY SALE OF REVEN- 
UE BONDS AND ISSUANCE OF POLLUTION CONTROL 
NOTES AND GUARANTY IN CONNECTION THERE- 
WITH 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), an electric utility company and a regis- 
tered holding company, and its electric utility subsidiary, 
Pennsylvania Power Company (‘Pennsylvania’), have 
filed an application-declaration with this Commission 
designating Sections 6, 7 and 12(d) of the Public Utility 
Holding Company Act of 1935 (““Act’’) and Rule 44(b) 
(3) promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the ap- 
plication-declaration, which is summarized below, tor a 
complete statement of the proposed transactions. 


Ohio Edison, Pennsylvania Power Company (“Pennsy!- 
vania”), The Cleveland Electric Illuminating Company, 
Duquesne Light Company and The Toledo Edison Com- 
pany (collectively referred to as the ““CAPCO companies”) 
are joining in the construction of two coal-fired generating 
units, Bruce Mansfield Plant Units Nos. 1 and 2, (“units”) 
to be located on the Ohio River near Shippingport, Penn- 
sylvania, which will be owned by them as tenants in com- 
mon, except that The Toledo Edison Company will not 
share in the ownership of Unit No. 1. Under present allo- 
cations, Ohio Edison will own 60% of Unit No. 1 and 
39.3% of Unit No. 2 and Pennsylvania will own 4.2% of 
Unit No. 1 and 6.8% of Unit No. 2. 


Under the Pennsylvania Industrial and Commercial De- 
velopment Law, the Beaver County Industrial Develop- 
ment Authority (“Authority”) is authorized to enter 
into agreements providing for the construction and fi- 
nancing by it of industrial development projects and 
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the sale thereof to industrial occupants. The CAPCO com- 
panies have entered into such an agreement (the “agree- 
ment”) with the Authority with respect to the construction 
and financing of pollution control and waste disposal equip- 
ment and facilities for the units. 


The Authority has heretofore issued and sold two series of 
the Authority’s Pollution Control Revenue Bonds with 
respect to Ohio Edison and Pennsylvania. Now the Auth- 
arity is expected to issue a third and fourth series of bonds 
(the ““Series C Bonds” and “Series D Bonds,” respectively) 
(collectively, the “bonds”’). The bonds are to be issued and 
sold to finance the cost of sludge disposal equipment and 
land (“facilities”) for the units. The facilities are estimated 
to cost a total of $79,400,000, Ohio Edison's share of this 
amount being approximately $39,420,000 and Pennsy!- 
vania’s share being approximately $4,370,000. 


Under the agreement the CAPCO companies will transfer 
to the Authority their respective interests in the facilities, 
subject to the liens of their respective first mortgage in- 
dentures, and will be reimbursed for their cost of acquir- 
ing and constructing the property so transferred. During 
the course of construction of the facilities, title thereto 
will be in the Authority. Upon the completion of each such 
portion, title to that portion will vest in the CAPCO com- 
Panies. 


The bonds will be issued pursuant to indentures supple- 
mental to separate trust indentures between the Auth- 
ority and The Cleveland Trust Company, as Trustee 
(“Trustee”) dated as of June 1, 1973, The bonds will be 
sold at such time, in such amounts, at such interest rates 
and for such prices as Ohio Edison and Pennsyivania, re- 
spectively, may approve. Although the Authority will be 
the issuer of the bonds, as required to exempt the inter- 
est thereon from federal income taxation, the credit of 
the Authority will not be pledged to the payment on the 
bonds. 


It is expected that the principal amount of Series C 
Bonds to be issued will be $24,825,000 and $2,750,000 
for Ohio Edison and Pennsylvania, respectively. The Ser- 
ies C Bonds will be issued to The Chase Manhattan 

Bank, N.A. (“Chase”), acting as agent for itself and other 
commercial banks and will have a maturity of 18 months. 
Interest on the Series C Bonds will be at a rate equal to 
80% of the Chase’s prime rate in effect from time to time, 
provided, however, that if a favorable Internal Revenue 
Service ruling (“ruling”) as to exemption of interest on 
the bonds from federal income tax is not received, the 
interest rate will be retroactively adjusted equal to 130% 
of such prime rate, plus any interest or penalties that 
may be due from the banks because of having treated 

the interest on the Series C Bonds as tax exempt. 


The Authority will pay a one-time fee to the banks equal 
to % of 1% of the principal amount of the Series C Bonds 
and the portion of this cost related to the Series C Bonds 
being issued with respect to Ohio Edison and Pennsylvania 
will be allocated to and borne separately by them. The 
Authority will also pay a commitment fee of % of 1% 
per annum with respect to amounts committed by the 
banks to purchase the Series C Bonds. The cost of this 
commitment fee will be allocated and borne separately 
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by Ohio Edison and Pennsylvania in proportion 
to the Series C Bonds to be issued with respect to each of 
them. 


it is planned that the Series C Bonds will be issued pending 
the receipt of the ruling referred to above. After receipt of 
the ruling, the Series D Bonds will be issued as refunding 
bonds to retire the Series C Bonds. It is expected that the 
Series D Bonds will be sold through investment bankers 
acting as underwriters in a public offering. 


Concurrently, with the issuance and delivery by the Auth- 
ority of the Series C Bonds and similarly upon the issuance 
and delivery of the Series D Bonds, Ohio Edison and Penn- 
sylvania will each execute and deliver its pollution control 
note (“note’’) payable directly to the Trustee. Interest on 
such notes will be at the rates and will be payable at times 
corresponding to the rates of interest and times of pay- 
ment on the bonds. The notes provide, among other things, 
that the amounts due thereunder must be paid whether or 
not the facilities are completed or perform satisfactorily 
and whether or not they are damaged or destroyed. The 
notes will be secured by a second lien on each company’s 
interest in the facilities. It is stated that since the Series 

D Bonds will only be issued after receipt of the ruling, 
authority to issue concommitant notes will be requested 
by further amendment in this proceeding. 


In conjunction with the issuance of the Series C Bonds 
and in addition to issuing the notes, Ohio Edison and 
Pennsylvania propose to each execute and deliver a 
Guaranty and Purchase Agreement to the banks. It is 
stated that the major purpose of this document is to 
place the banks in the position they would have been 
had they made direct loans to the companies in the event 
a favorable ruling is not received. 


The proceeds from the Series C Bonds with respect to 
Ohio Edison and Pennsylvania will be placed in a sepa- 
rate escrow account for use in connection with construc- 
tion and financing of the facilities. Ohio Edison and 
Pennsylvania intend to account for transactions related 
to the notes in conformity with the Uniform System of 
Accounts. 


It is stated that the Public Utilities Commission of Ohio 
and the Pennsylvania Public Utility Commission have 
jurisdiction over the proposed transactions and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. Fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated at $13,- 
000, including legal fees of $8,000. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 21, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration, which 
he desires to controvert; or he may request that he be no- 
tified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or 

by mail (air mail if the person being served is located more 


































than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated addresses, and proof 
of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as it may 
be amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or ad- 

vice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 

date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18901/March 31, 1975 


In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 


MISSISSIPP1 POWER COMPANY 
Gulfport, Mississippi 


(70-5631) 


ORDER APPROVING PROPOSED ISSUANCE AND 
SALE OF NOTES TO BANKS AND TO A DEALER IN 
COMMERCIAL PAPER; EXCEPTION FROM COMPE- 
TITIVE BIDDING 


Gulf Power Company (“Gult’’) and Mississippi Power 
Company (‘Mississippi’), electric utility subsidiary com- 
panies of The Southern Company (“Southern”), a regis- 
tered holding company, have filed an application-declara- 
tion and an amendment thereto with this Commission pur- 
suant to Sections 6(a), 6(b) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act’’) and Rule 50 
promulgated thereunder regarding the following pro- 

posed transactions. 


Gulf and Mississippi propose to issue and sell unsecured 
notes to banks and/or commercial paper to a dealer from 
time to time through March 31, 1976, up to the aggre- 
gate principal amounts of $30,000,000 and $31,750,000, 
respectively, outstanding at any one time. The applicants- 
declarants request that the exemption afforded by Sec- 
tion 6(b) of the Act relating to the issuance of short-term 
Notes be increased to permit issue and sale of the notes 
herein proposed. 


The financing herein proposed by Gulf and Mississippi is 
part of a system-wide interim financing program. The 
analogous financing program for Southern and its other 
subsidiaries, Georgia Power Company (““Georgia”) and 
Alabama Power Company (“Alabama”) are proposed 

in separate application-declarations (File Nos. 70-5630, 
70-5629 and 70-5632, respectively). 


Gulf has arranged to sell an aggregate of $15,923,000 
of its bank notes to 19 local commercial banks, and 
Mississippi $19,068,000 to 56 banks. The bank notes, 
to be dated as of the date of issue, are to mature not 
more than nine months after the date of issue, and will 
be prepayable, in whole or in part, without penalty or 
premium. With respect to its borrowings from certain 
local banks, Gulf and Mississippi state that their aver- 
age daily operating balances with each such bank will 
be adequate to meet their requirements for compensa- 
ting balances. The effective interest rate to be charged 
by the local banks shall not exceed 125% of the prime 
rate in effect at such banks. 


Gulf and Mississippi also propose, from time to time 
through March 31, 1976, to issue and sell commercial 
paper in the form of short-term promissory notes to A. 
G. Becker & Co. Incorporated, a dealer in commercial 
paper. The commercial paper notes will have varying 
maturities of not more than 270 days after the date of 
issue and will be sold in varying denominations of not 
less than $50,000 and not more than $5,000,000 direct- 
ly to or through A. G. Becker at a discount which will 
not be in excess of the discount rate per annum prevail- 
ing at the date of issuance for prime commercial paper 
of comparable quality and of like maturities. No com- 
mercial paper notes will be issued having a maturity of 
more than 90 days at an effective interest cost which 
exceeds the effective interest cost at which the issuer 
could borrow from banks. 


A. G. Becker, as principal, will reoffer the commercial 
paper at a discount rate of 1/8% of 1% per annum less 
than the prevailing interest rate to the issuer. The com- 
mercial paper of Gulf and Mississippi will be reoffered, 
respectively, to not more than 200 customers of the 
dealer identified and designated in a non-public list 
prepared in advance by the dealer. No additions will 
be made to such list of customers without the approval 
of the Commission. 


The applicants-declarants request exception from the 
competitive bidding requirements of Rule 50 in con- 
nection with the sale of commercial paper notes pursu- 
ant to clause (a)(5)(B) thereof. It is stated, in this con- 
nection, that (a) all commercial paper which they pro- 
Pose to issue and sell will have a maturity not in excess 
of 270 days, (b) current rates for commercial paper for 
prime borrowers, such as Gulf and Mississippi, are pub- 
lished daily in financial publications, and (c) it is not 
practical to invite invitations for bids for commercial 
Paper. 


Gulf and Mississippi will employ the proceeds of the 
short-term bank notes and commercial paper to fi- 
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nance their future construction programs, to reimburse 
their respective treasuries for prior expenditures for their 
construction programs, and to pay at maturity bank notes 


and commercial paper notes incurred for such purposes. The 


total estimated construction expenditures of Gulf and Mis- 
sissippi for 1975 are $41,622,000 and $67,979,000, re- 
spectively. The bank notes and/or commercial paper to 
be issued pursuant to the proposals herein are expected to 
be retired from internal cash sources or from the proceeds 
of debt and/or equity financings unless otherwise author- 
ized by the Commission. 


The issuance by Gulf of its notes to banks and the issu- 
ance and sale of its commercial paper have been approved 
by the Florida Public Service Commission. No other State 
commission, and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tions. 


The applicants-declarants request authority to file certifi- 
cates of notification under Rule 24 in respect of the here- 
in proposed borrowings within 30 days after the end of 
each calendar quarter. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (Holding Company 
Act Release No. 18842), and no hearing has been re- 
quested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said appli- 
cation-declaration, as amended, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application-de- 
claration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18902/March 31, 1975 


In the Matter of 
GEORGIA POWER COMPANY 


270 Peachtree Street, N. W. 
Atlanta, Georgia 30303 


(70-5658) 
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NOTICE OF PROPOSAL TO SELL ENTIRE INTEREST 
IN CERTAIN TRANSMISSION FACILITIES 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany (“Georgia”), an electric utility subsidiary of The 
Southern Company, a registered holding company, has 
filed a delcaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (““Act’’), 
designating Section 12(d) of the Act and Rule 44 there- 
under as applicable to the following proposed transaction. 
All interested persons are referred to the declaration, 
which is summarized below, for a complete statement 

of the proposed transaction. 


The instant transaction is proposed as part of an ongoing 
effort to implement the January 6, 1975, Inzegrated 
Transmission System Agreement (“transmission agree- 
ment’’) between Georgia and the Oglethorpe Electric 
Membership Corporation (“Oglethorpe”), an electric 
membership corporation organized under Georgia law 
(HCAR No. 18750 dated December 31, 1974). The 
transmission agreement provides for the establishment 
of an integrated transmission system to be operated by 
Georgia and Oglethorpe, wherein each party is required 
to make an aggregate investment in transmission facili- 
ties proportionate to its load on the system. 


Pursuant to the transmission agreement Georgia proposes 
to sell to Oglethorpe, on a scheduled closing date of 
April 30, 1975, certain transmission facilities for an 
aggregate sales price of approximately $21 million. The 
original cost, net of depreciation, of these transmission 
facilities is approximately $17.4 million. Georgia expects 
to obtain from its first mortgage bond trustee a release 
of such transmission facilities from the lien of Georgia's 
first mortgage indenture. It is stated that the proceeds of 
the sale will be applied to the payment of Georgia’s 
short-term indebtedness incurred to finance its construc- 
tion program. A request by Georgia to increase its short- 
term debt authorization to $350 million through March 
31, 1976, has been filed with the Commission (File No. 
70-5629). 


A statement of the fees, expenses and commissions incur- 
red or to be incurred in connection with the proposed 
transaction will be supplied by amendment. It is stated 
that no State commission, and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 25, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 

A copy of such request should be served personally or 

by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 

the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
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after said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18903/March 31, 1975 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10002 


(70-5628) 


ORDER AUTHORIZING PROPOSED AMENDMENT OF 
ARTICLES OF INCORPORATION TO INCREASE 
AUTHORIZED SHARES OF COMMON STOCK AND 
PROPOSED SOLICITATION OF PROXIES 


Allegheny Power System, Inc. (“Allegheny”), a registered 
holding company, has filed a deicaration and amendments 
thereto with this Commission pursuant to Sections 6(a), 
7, and 12(e) of the Public Utility Holding Company Act 
of 1935 (“Act’’) and Rule 62 promulgated thereunder re- 
garding the following proposed transactions. 


Allegheny proposes to amend its charter to increase the 
number of shares of its common stock, par value $2.50, 
which Allegheny is authorized to issue from 30,000,000 
to 40,000,000 shares. Allegheny presently has outstand- 
ing 27,292,231 shares of common stock. It is stated that 
construction expenditures by the major electric utility 
subsidiary companies of Allegheny in the years 1975, 
1976 and 1977 are estimated to aggregate over $790,- 
000,000 and that in connection therewith it may be 
necessary for Allegheny to invest up to $200,000,000 

in the common equities of those subsidiary companies. 
Such funds, or a substantial portion thereof, are to be 
obtained through the issuance and sale of Allegheny’s 
common stock. 


The proposed amendment to the charter is to be sub- 

mitted to Allegheny stockholders at their annual meet- 
ing to be held on May 8, 1975. Approval of the charter 
amendment requires the affirmative vote of the holders 
of a majority of the shares of common stock outstand- 


ing. An election for directors of Allegheny will also be 
conducted at the annual meeting. Allegheny proposes 

to solicit proxies from its common stockholders to ob- 
tain the requisite approval of the proposed charter amend- 
ment, to elect directors and to act upon any other matters 
which may properly come before the annual meeting. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18846), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said declaration, as amended, be permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18904/March 28, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
Detroit, Michigan 


(70-5633) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
PROMISSORY NOTES TO BANKS BY HOLDING 
COMPANY, OF FIRST MORTGAGE PIPE LINE 
BONDS BY SUBSIDIARY COMPANY AT COMPE- 
TITIVE BIDDING, AND OF COMMON STOCK TO 
HOLDING COMPANY BY SUBSIDIARY COMPANY 


American Natural Gas Company (“American Natural”), 
a registered holding company, and Michigan Wisconsin 
Pipe Line Company (“Michigan Wisconsin”), a nonutility 
subsidiary company of American Natural, have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 6(b), 7, 

9(a), and 10 of the Public Utility Holding Company Act 
of 1935 (“Act’’) and Rule 50 thereunder regarding the 
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following proposed transactions. 


Michigan Wisconsin proposes to issue and sell, subject to 
the competitive bidding requirements of Rule 50 under the 
Act, $50,000,000 principal amount of its First Mortgage 
Pipe Line Bonds, % Series due 1995. The interest rate 
on the new bonds (which shall be a multiple of 1/8th of 
1%) and the price to be received by Michigan Wisconsin 
for the new bonds (which price, exclusive of accrued in- 
terest, shall be not less than 982% and not more than 
101%% of the principal amount) are to be determined by 
competitive bidding. The new bonds will be issued under 

a Mortgage and Deed of Trust, dated as of September 1, 
1948, between Michigan Wisconsin and First National 
Bank, Trustee, as heretofore supplemented and as to be 
further supplemented by a Twenty-eighth Supplemental 
Indenture to be dated as of April 15, 1975, which in- 
cludes a prohibition until April 15, 1980, against refund- 
ing the new bonds with the proceeds of funds borrowed at 
a lower effective interest cost. A sinking fund will be com- 
menced on April 15, 1980, to retire the issue by maturity. 
The Indenture provides that sinking fund payments shall 
be accelerated under certain circumstances relating to an- 
nual reports which are required to be submitted to the In- 
denture Trustees regarding estimated dates of exhaustion 
of firm gas supply. It is stated that if Michigan Wisconsin 
determines, after discussions with the representatives of 
each of the bidding groups, that bonds of a shorter ma- 
turity should be offered for bidding, it will promptly notify 
the Commission and file an amendment to this application- 
declaration. 


Michigan Wisconsin also proposes to sell, and American 
Natural proposes to acquire, up to an additional 300,000 
shares of Michigan Wisconsin’s common stock, par value 
$100 per share, for a cash consideration of up to $30,000,- 
000. Michigan Wisconsin proposes to amend its Certificate 
of Incorporation to increase its authorized capital stock 
from 3,025,000 to 3,325,000 shares. 


American Natural proposes to obtain the $30,000,000 re- 
quired to purchase the additional common stock of Mich- 
igan Wisconsin from borrowings under existing lines of 
credit which mature April 29, 1975 (File No. 70-5460). 

In addition, American Natural proposes to enter into new 
lines of credit aggregating $60 million with three non-local 
commercial banks. The banks which will advance funds, 
and the respective commitment, are as follows: 


Name of Bank Commitment 


First National City Bank, 





New York, New York $25,000,000 

Manufacturers Hanover Trust 

Co., New York, New York 20,000,000 

The Chase Manhattan Bank, 

New York, New York 15,000,000 
$60,000,000 


Notes will be issued pursuant to the lines of credit in vary- 
ing amounts commencing April 29, 1975, and from time 
to time thereafter as funds are required, and the proceeds 
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therefrom will be applied to the extent necessary to pur- 
chase the common stock of Michigan Wisconsin. Addi- 
tional borrowings will be made to purchase the common 
stock of American Natural subsidiaries for which auth- 
ority will be requested by appropriate application. The 
American Natural notes may be prepaid at any time with- 
out penalty, will be dated as of the date of issuance, and 
will mature April 30, 1976. American Natural will pay a 
fee on the amount of the line of credit equal to 5% per 
annum of the prevailing prime rate, maintain balances 
equal to 5% of the amount of the line of credit, and pay 
interest equal to 110% per annum of the prevailing prime 
rate on the amount of the borrowing. Based upon the 
current prime rate of 7-1/2%, the effective cost of bor- 
rowing will be 9.08% per annum. The interest and fee 
will be payable at the end of each 90-day period subse- 
quent to the date of the first borrowing and at maturity. 


The net proceeds from the proposed sale of the new bonds 
and common stock will be used to retire Michigan Wiscon- 
sin’s notes payable to banks outstanding under its $100,- 
000,000 line of credit at the date of sale (File No. 70- 
5526). At January 31, 1975, $33,000,000 of such notes 
were outstanding. The balance of the proceeds will be 
applied toward Michigan Wisconsin’s 1975 construction 
program, estimated at $125,000,000, and advance pay- 
ments for gas. 


The fees, commissions, and expenses incurred or to be 
incurred in connection with the proposed transactions are 
estimated at $1,000 for the stock and $245,000 for the 
bonds, including legal fees of $65,000, accounting fees of 
$12,500, and engineers’ fees of $10,000. The fees of 
counsel for the purchasers of the bonds is estimated at 
$21,000 and will be paid by the successful bidders. No 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (Holding Company Act Release 
No. 18845), anc no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the interest 
of investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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) PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18905/April 1, 1975 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


(70-5640) 


NOTICE OF PROPOSED ACQUISITION OF A CITY 
ELECTRIC SYSTEM 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), an electric utility company and a regis- 
tered holding company, has filed an application and an 
amendment thereto with this Commission pursuant to 

the Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 9(a)(1) and 10 of the Act as appli- 
cable to the proposed transactions. All interested persons 
are referred to the application, which is summarized be- 
low, for a complete statement of the proposed transac- 
tions. 


Ohio Edison proposes to acquire the electrical system 
(“system”) of the City of East Palestine, Ohio (“City”). 
It is stated that on January 27, 1975, Ohio Edison and 

the City entered into an agreement, subject to receipt 

of required regulatory approvals, providing for the con- 

veyance by the City and purchase by Ohio Edison of 
certain property constituting the electric system of the 
City and providing for the right to use certain other 
property essential to the operation of the system by 
Ohio Edison. The system to be acquired is presently, 
being used to serve approximately 2,900 customers and 
includes, among other facilities, four steam generating 
units, a diesel generator, 750 transformers, a substation, 
658 street lights, 45.5 miles of primary wire and 30.7 
miles of secondary wire. 


It is stated that the city advertised the sale of the system 
to the highest and best bidder and that Ohio Edison sub- 
mitted a bid of $3,080,000 plus the cost to the city of 
net additions to the system since March 31, 1973. It is 
further stated that Ohio Edison’s bid was accepted on 
November 25, 1974, and that there were no other bids. 
Ohio Edison states that it predicated the amount of its 
bid on its estimate of the present value to Ohio Edison 
of the property to be purchased. 


Upon acquisition by Ohio Edison, it is proposed that the 


city’s customers. Ohio Edison also proposes to make the 
changes necessary to permit service to be furnished to the 
City and its customers from Dhio Edison’s own distribu- 
tion system. It is estimated that the work required to 
make the initial connection between the city distribu- 
tion system and Ohio Edison’s system will take approxi- 
mately two years, after which operation of the city gen- 
erating plant will be eventually discontinued. It is stated 
that the city is surrounded by an area presently being 















system be operated for a time by Ohio Edison to serve the 






served by Ohio Edison. 


Ohio Edison estimates that for the first full year of opera- 
tion by it beginning April 1, 1975, the operating revenue 
from the system would be approximately $1,400,000 
based upon an estimated sale of 36,400,000 KWH. This 
compares with approximately $641,307 in revenue in 
1974 based on 30,680,000 KWH sales, excluding certain 
service to municipal accounts. Ohio Edison states it has 
not made any detailed estimate of net operating income 
to be derived from the system as the investment involved 
would not warrant the work and expense involved in mak- 
ing such an estimate. Ohio Edison anticipates, however, 
that the system will soon be operated as a part of its in- 
tegrated system and that the costs of and income from 
the property should be comparable to its other similar 
operations. 


Ohio Edison states that the rates to be charged by it will 
be the rates specified in the bid for the property, this be- 
ing formerly the rates for retail service in comparable 
communities. Ohio Edison states that the substitution 
of its service will result in no substantial change in the 
bills of the customers to be served, as the City has re- 
cently adopted substantially the same rates as the rates 
Ohio Edison will charge. 


The property to be acquired will be recorded on Ohio 
Edison’s books on the basis of the properties’ cost, to 
the extent the original cost can be determined. The 
difference, if any, between the purchase price of such 
property and such original cost will be treated in accord- 
ance with the accounting regulations of the Federal Pow- 
er Commission and the Public Utilities Commission of 
Ohio. 


It is stated that the Public Utilities Commission of Ohio 
and the Federal Power Commission have jurisdiction over 
certain accounting matters in connection with the pro- 
posed transaction and that no other state or federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. Fees and expenses to 
be incurred in connection with the proposed transaction 
are estimated at $3,400, including legal fees of $1,000. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 23, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application, 
as amended, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 
be filed with the request. AT any time after said date, 
the application, as amended, or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
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such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18906/April 3, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5659) 


NOTICE OF PROPOSED ISSUE AND SALE OF CUM- 
ULATIVE PREFERRED STOCK AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (“Jersey Central’), an electric utility 
subsidiary company of General Public Utilities Corpora- 
tion, a registered holding company, has filed an applica- 
tion-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(b) and 12(c) of the Act and Rules 
42(a) and 50 promulgated thereunder as applicable to 
the proposed transaction. All interested persons are refer- 
red to the application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, 250,000 additional shares of its Cumulative Prefer- 
red Stock, % Series G (the “New Preferred Stock’’). 
The New Preferred Stock wil) constitute a further series 

of Jersey Central’s cumulative preferred stock of which 
there are outstanding 1,375,000 shares issued in seven 
series. The dividend rate and redemption prices of the New 
Preferred Stock will be determined by competitive bid- 
ding. The terms of the New Preferred Stock contain pro- 
visions which (1) preclude Jersey Central from redeeming 
any New Preferred Stock prior to June 1, 1980, if such 
redemption is for the purpose of refunding such New Pre- 
ferred Stock with proceeds of funds borrowed at a lower 
effective interest cost, and (2) include a sinking fund, 
commencing on June 1, 1976, to retire annually 5% of the 
number of shares of the New Preferred Stock that are ori- 
ginally issued, at $100 per share plus accrued dividends 

to the redemption date of June 1 each year. In all other 
respects the New Preferred Stock will be similar to the 
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outstanding series. The price (which will be not less than 
100% nor more than $102.75 per share exclusive of accrued 
dividends) and the dividend rate (which will be a multiple of 
1/25 of 1%) will be determined by competitive bidding. 


The proceeds (up to $25,000,000, exclusive of premium and 
accrued dividends) from the sale of the New Preferred Stock 
will be used for the payment of all or a portion of Jersey 
Central’s short-term bank loans expected to be outstanding 
at the time of sale of the New Preferred Stock or for con- 
struction purposes or to reimburse Jersey Central's treasury 
for funds previously expended therefrom for construction 
purposes. The presently estimated cost of Jersey Central's 
1975 construction program is approximately $135,000,000 
(including allowance for funds used during construction). 


The fees and expenses to be paid by Jersey Central in con- 
nection with the issue and sale of the New Preferred Stock 
will be supplied by amendment. The fees and expenses of 
counsel for the underwriters, to be paid by the successful 
bidders, will be supplied by amendment. It is stated that 
the Board of Public Utility Commissioners of New Jersey 
has jurisdiction over the proposed issuance and sale of the 
New Preferred Stock by Jersey Central and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 30, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by such application-declaration which he de- 
sires to controvert, or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cant-declarant at the above-stated address, and proof of 
service (by affidavit or, in the case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as filed 
or as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 





For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5367) 


SUPPLEMENTAL NOTICE OF PROPOSED AMEND- 
MENTS OF FIRST MORTGAGE INDENTURE AND 
SOLICITATION OF BONDHOLDERS’ PROXIES 


NOTICE IS HEREBY GIVEN that Jersey Central Power & 
Light Company (“Jersey Central’’), an electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed an amendment to the 
declaration previously filed with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 7 and 12(e) of the 

Act and Rules 62 and 65 promulgated thereunder as appli- 
cable to the proposals. All interested persons are referred 
to the declaration, which is summarized below, for a com- 
plete statement of the proposals. 


Notice was given on July 16, 1973 (Holding Company Act 
Release No. 18034), that Jersey Central proposed to amend 
its Indenture dated as of March 1, 1946, as heretofore sup- 
plemented and amended by twenty-one supplemental in- 
dentures (“‘indenture”’) to effect two changes. Jersey Cen- 
tral proposed to eliminate the covenant which provides that 
Jersey Central will duly observe and conform to all valid 
requirements of any governmental authority relative to any 
mortgaged property. It was stated that such covenant should 
be eliminated since, under a developing pattern of legisla- 
tion and administrative action, there will be periods when 
Jersey Central will be unable to comply with governmental 
requirements with respect to its mortgaged property, al- 
though it may not be expected by the governmental agency 
to be in compliance. However, this covenant in the Inden- 
ture could be construed as resulting in a default under the 
Indenture. Jersey Central stated that the elimination of this 
covenant will not relieve it of its obligation to comply with 
governmental requirements, but it will permit appropriate 
governmental enforcement measures consistent with their 
intent. 


In addition, Jersey Central also proposed to include as bond- 
able property additions, property for which Jersey Central 
does not have all necessary permission from governmental 
authorities to operate, but which otherwise would consti- 
tute bondable property additions. Jersey Central stated that 
although, under the Indenture, it was specifically contem- 
plated that property additions can constitute bondable 
property, it is believed that it is not clear whether the In- 
denture permits the inclusion of, in computing the bondable 
value of property additions, the value of Jersey Central’s 
plant and equipment as to which all currently obtainable 
permission has been received, but as to which further gov- 
ernmental permission must be obtained in the future. Jer- 
sey Central stated that this ambiguity jeopardizes its ability 
to finance additions to its facilities in the most economic 
and orderly manner. 


Jersey Central now amends its declaration to state that the 
Indenture has been amended and supplemented by twenty- 





six Supplemental Indentures. The affirmative vote of the 
holders of 75% in principal amount of the first mortgage 
bonds outstanding is required for approval of the proposed 
amendments to the Indenture. Jersey Central intends to 
enter into the twenty-sixth supplemental indenture as soon 
as practicable after the meeting of the bondholders sche- 
duled for June 12, 1975, but in any event no later than De- 
cember 31, 1975. It is proposed that proxies be solicited 
from bondholders through the use of proposed proxy soli- 
citation material. 


The New Jersey Board of Public Utility Commissioners has 
jurisdiction over the proposed amendments of the Inden- 
ture. It is further stated that no other state commission and 
no federal commission, other than this Commission, has jur- 
isdiction over the proposals. The fees and expenses to be in- 
curred in connection with the proposals are estimated at 
$78,000, including legal fees of $11,000. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than April 29, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amendment to the declaration which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more than 
500 miles from the puint of mailing) upon the declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the de- 
claration, as amended or as it may be further amended, may 
be permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18908/April 3, 1975 


In tne Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5634) 
ORDER AUTHORIZING TRANSACTIONS RELATED TO 
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FINANCING OF POLLUTION CONTROL FACILITIES 


Alabama Power Company (“Alabama”), an electric utility 
subsidiary company of The Southern Company, a registered 
holding company, has filed an application and amendments 
thereto with this Commission pursuant to Sections 9(a) and 
10 of the Public Utility Holding Company Act of 1935 
(“Act’’) regarding the following proposed transactions. 


Alabama states that in order to comply with prescribed en- 
vironmental standards of the State of Alabama with respect 
to air and water quality it has been and will be necessary to 
construct certain pollution control facilities. This filing re- 
lates to Alabama’s proposal for its disposition and acquisi- 
tion of the pollution control facilities for use in connection 
with its Gadsden and Gorgas steam plants (the “‘Plants’’) 
located, respectively, in the City of Gadsden and the Town 
of Parrish, Alabama. 


The Industrial Development Board of the City of Gadsden 
and The Industrial Development Board of the Town of Par- 
rish have agreed to issue their pollution control revenue 
bonds for the purpose of paying the cost of the construc- 
tion and equipping of the pollution control facilities at the 
Plants (the “Projects’’). Alabama proposes to enter into In- 
stallment Sale Agreements (““Agreements’’) with each Board 
which will provide for the acquisition and completion of the 
Projects by each of the Boards and the issuance by each of 
the Boards of pollution control revenue bonds (“Revenue 
Bonds”) in principal amounts estimated not to exceed in 
the aggregate $24,500,000, the amount presently estimated 
to be sufficient to cover the aggregate cost of construction 
of the Projects. Of such Revenue Bonds, not more than 
$5,500,000 will be issued by the Gadsden Board and not 
more than $19,000,000 will be issued by the Parrish Board. 
Such proceeds will be applied to payment of the cost of 
construction of the Projects. 


The Agreements also will provide for the sale of the Pro- 
jects to Alabama, the payment by Alabama of the purchase 
price for each of the Projects in semiannual installments 
over a term of years, and the assignment to the Trustee of 
each Board's interest in, and of the moneys receivable by 
the Boards under, the Agreements. The Agreements will 
provide that the purchase prices for the Projects, including 
interest thereon, payable by Alabama will be such amount 
as shall be sufficient to pay the principal of and premium 
(if any) and interest on the specific series of Revenue Bonds 
as the same become due and payable. To secure its payment 
obligations under the Agreements, Alabama proposes to 
grant to the respective Boards a security interest in the re- 
lated Project subordinate to the lien of its mortgage inden- 
ture. The Agreements wili provide that Alabama may at 
any time prepay the purchase prices of the respective Pro- 
jects in whole or in part, such payments to be sufficient to 
redeem or purchase the outstanding Revenue Bonds. 


The Revenue Bonds will be sold by the Boards pursuant to 
arrangements with a group of underwriters represented by 
Dean Witter & Co. Incorporated. It is intended that the 
Revenue Bonds will mature not later than 35 years from 
the first day of the month in which they are intiially issued 
and that they will include serial maturities and/or the bene- 
fit of a mandatory redemption sinking fund, the effect of 
either-to be calculated to retire not less than 25% of the 
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aggregate principal amount of the issue prior to maturity. 
In accordance with the laws of the State of Alabama, the 
interest rate to be borne by each series of Revenue Bonds 
will be fixed by the issuing Board. Alabama will not be 


party to the underwriting agreements for the Revenue Bonds. 


Bond counsel are to issue an opinion that interest on the 
Revenue Bonds presently is exempt from Federal income 
taxation. Alabama has been advised that the annual inter- 
est rates on obligations, the interest on which is tax exempt, 
historically have been and can be expected at the time of 
issue of the Revenue Bonds, to be 1-1/2% to 2-1/2% lower 
than the rates of obligations of like tenor and comparable 
quality, interest on which is fully subject to Federal income 
taxation. 


The fees and expenses to be incurred in connection with the 
proposed disposition of the Existing Facilities and the ac- 
quisition of the Projects (as distinguished from and exclud- 
ing fees and expenses incurred or to be incurred in connec- 
tion with the sale of the Revenue Bonds by the Boards pay- 
able out of the proceeds of such sale and in connection 
with the determination of the tax exempt status of the 
Revenue Bonds) are estimated at $59,500, including legal 
fees of $40,000 and accounting fees of $8,500. The incur- 
ring of the obligations under the Agreements by Alabama 
has been authorized by the Alabama Public Service Com- 
mission. No other State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (Holding Company Act Release No. 18850), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 

said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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in the Matter of 


AURORA EQUITY FUND, INC. 
30 Wall Street 
New York, New York 10005 


(811-1673) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On February 25, 1975, a notice was issued (Investment 
Company Act Release No. 8686) of an application filed 
on December 26, 1974, and amended on January 23, 
1975, by Aurora Equity Fund, Inc. (“Applicant”), regis- 
tered as a non-diversified open-end company under the 
Investment Company Act of 1940 (““Act’’), for an order 
of the Commission pursuant to Section 8(f) of the Act 
declaring that Applicant has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 

No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter has been considered and it is found that Appli- 
cant has ceased to be an investment company. According- 
y, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Aurora Equity Fund, Inc., under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8734/March 28, 1975 


In the Matter of 


BERKSHIRE CAPITAL FUND, INC. 
BERKSHIRE GROWTH FUND, INC. 
700 South Street 

Pittsfield, Massachusetts 01201 


(812-3762) 


NOTICE OF APPLICATION FOR AN ORDER OF EX- 
EMPTION PURSUANT TO SECTION 17(b) OF THE 
ACT FROM SECTION 17(a) OF THE ACT AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT FROM RULE 
22c-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Berkshire Capital Fund, 
Inc. (“Capital”) and Berkshire Growth Fund, Inc. 


(“Growth”) (collectively referred to as ““Applicants”’), 
open-end, diversified management investment companies 
registered under the Investment Company Act of 1940 
(“Act”), filed an application on February 7, 1975, and 
amendments thereto on March 17, 1975 and March 25, 
1975 pursuant to Section 17(b) of the Act for an order 
exempting from the provisions of Section 17(a) of the 
Act the proposed sale by Growth of substantially all of 
its assets to Capital in exchange for shares of common 
stock of Capital and pursuant to Section 6(c) of the Act 
for an order exempting from the provisions of Rule 22c-1 
under the Act the determination of net asset values, for 
purposes of the exchange, at the close of business on the 
business day immediately preceding the closing date of 
the proposed transaction. All interested persons are re- 
ferred to the application on file with the Commission for 
a statement of the matters contained therein, which are 
summarized below. 


The investment objective of Capital is capital appreciation, 
consistent with preservation of principal and reasonable 
income. The investment objective of Growth is to seek 
growth of capital. Berkshire Management & Research Cor- 
poration (“Adviser’’) serves as investment adviser to each 
Applicant. The Board of Directors and officers of Growth 
and Capital are identical. Accordingly, Applicants may be 
deemed to be under common control, and therefore, Ap- 
plicants may be deemed to be affiliated persons of each 
other within the meaning of Section 2(a)(3) of the Act. 


Growth and Capital have entered into an Agreement and 
Pian of Reorganization (the ““Agreement’’) providing for 
(1) the transfer by Growth of substantially all of its 
assets to Capital in exchange for shares of common stock 
of Capital and (2) the subsequent dissolution of Growth. 
The Agreement has been approved by the Boards of Di- 
rectors of each Applicant and contains the condition that 
it must be further approved by a two-thirds majority of 
all outstanding shares of Growth and by a majority of 
the outstanding voting securities of Capital. 


Prior to the closing date of the Agreement (“Closing Date”’) 
Growth and Capital will distribute to their respective share- 
holders substantially all net investment income and realized 
capital gains since the close of their last fiscal years in ex- 
cess of any loss carryforwards. The number of shares of 
common stock of Capital to be transferred to Growth will 
be computed by dividing the net asset value of Growth by 
the net asset value per share of Capital, in each case as of 
the close of trading on the New York Stock Exchange on 
the last day such Exchange is open for unrestricted trading 
prior to the Closing Date. 


As of December 31, 1974, Capital and Growth had, re- 
spectively, net assets of $2,247,428 and $1,202,939, tax 
loss carryforwards of $251,013 and $1,454,167 and un- 
realized depreciation of $1,232,574 and $555,347. No 
adjustments in the aggregate net asset values of Applicants 
will be made to compensate shareholders for any potential 
Federal income tax impact which may result from the dif- 
ferences between the Applicants in the percentage of each 
Applicant’s realized or unrealized capital losses to its net 
asset value and in the amount of each Applicant's tax 

loss carryforward. Applicants assert that the terms of 

the Agreement without such adjustments are fair and 
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reasonable in view of the substantial loss carryforward and 
unrealized depreciation of each Applicant. 


Section 17(a) 


Section 17(a) of the Act, in pertinent part, provides that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such per- 
son, acting as principal, knowingly to sell to or purchase 
from such registered company any security or other proper- 
ty. 


Section 17(b) of the Act provides that the Commission, 
upon application, may exempt a proposed transaction 
from the provision of Section 17(a) if evidence establishes 
that the terms of the proposed transaction, including the 
consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned and that the proposed transaction is 
consistent with the policy of each registered investment 
company concerned and with the general purposes of 

the Act. 


Applicants contend that the terms of the proposed transac- 
tion are reasonable and fair and do not involve overreach- 
ing on the part of any person concerned. The aggregate 
expenses of the Applicants in effecting the reorganization 
are estimated at $22,000. Under the Agreement, such ex- 
penses are the obligation of Capital in the event that the 
reorganization is carried out and the obligation of both 
Applicants in proportion to their respective net asset 
value as of December 31, 1974 in the event that the re- 
organization is not carried out. The Adviser has informed 
the Applicants that it will bear all such expenses in either 
event. Applicants believe that the consummation of the 
transaction will result in the reduction of certain costs, 
including fees of attorneys, auditors and custodians, ex- 
penses of shareholder meetings, proxy statements, and 
preparation of shareholder reports and franchise taxes. 

In the opinion of management of Applicants, the invest- 
ment portfolios of each is compatible and comparable 
and is subject to combination without requiring the 

sale of any securities in either portfolio. 


Applicants state that the proposed transaction is con- 
sistent with the investment policies of each Applicant 
and with the general purposes and policies of the Act. 


Rule 22c-1 


Rule 22c-1 promulgated under Section 22(c) of the Act 
provides, in pertinent part, that no registered invest- 
ment company issuing any redeemable security, no per- 
son designated in such issuer’s prospectus as authorized 
to consummate transactions in any such security, and 
no principle underwriter of, or dealer in, any such se- 
curity shall sell, redeem, or repurchase any such security 
except at a price based on the current net asset value of 
such security which is next computed after receipt of a 
tender of such security for redemption or of an order to 
purchase or sell such security. 


Applicants state that the literal requirements of Rule 
22c-1 may not be met by the proposed transaction if such 
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rule is deemed to apply to transactions involving the ex- 
change of stock for assets because the net asset values per 
share of Capital and Growth for purposes of the exchange 
are to be determined as of the close of trading on the New 
York Stock Exchange on the day immediately preceding 
the Closing Date on which such exchange is open for trad- 
ing. 


It is contended by Applicants that the prohibition of Rule 
22c-1 is intended to apply primarily to daily sales and re- 
demptions rather than the type of transaction contemplated 
by the Agreement. 


Section 6(c) of the Act provides, in pertinent part, that 

the Commission, by order upon application, may condi- 
tionally or unconditionally exempt any person, security 

or transaction from any provision of the Act or of any 

rule or regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 21, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 

of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney at law, be certificate) shall be filed contemporan- 
eously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following April 21, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission‘s 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 

the hearing (if ordered) and any postponement thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8735/March 28, 1975 


In the Matter of 
DIAMOND GROWTH FUND, INC. 


3634 Balboa Street 
San Francisco, California 94121 
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| NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (the ““Act”’), to declare by order upon 
its own motion that Diamond Growth Fund, Inc. (“Dia- 
mond”), registered under the Act on November 2, 1967, 
as an open-end, diversified, management investment com- 
pany, has ceased to be an investment company. 


The Commission’s records indicate that pursuant to a 
legal suit instituted by the Commission against Diamond 
and other defendants on October 13, 1972, for a pre- 
liminary injunction to enjoin the defendants from en- 
gaging in certain alleged acts and practices in violation 

of federal securities laws, the United States District 
Court for the Northern District of California on Janu- 
ary 8, 1973, appointed a receiver for Diamond, and, 

on June 20, 1974, ordered the distribution of Diamond's 
assets, Marketable securities in Diamond's portfolio and 
other miscellaneous assets were sold and after providing 
for the expenses of administrating the receivership and 
claims of creditors, Diamond’s net assets in the amount 
of $16,331, were distributed to Diamond's shareholders. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon ap- 
plication, finds that a registered investment company 
has ceased to be an investment company, it shall so de- 
@ clare by order, and upon the effectiveness of such order 
the registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, nut later than April 22, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 

the matter accompanied by a statement as to the nature of 
his interest, the teason for such request, and the issues, 

if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Diamond Growth Fund, Inc. at the ad- 
dress stated above. Proof of such service (by affidavit, or 

in case of an attorney at law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the matter will be issued as of 
course following April 22, unless the Commission there- 
after orders a hearing upon requests or upon the Commis- 
sion’s own motion. Persons who request a hearing, or ad- 
vice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 





For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 





George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8736/March 31, 1975 


In the Matter of 


KNOWLEDGE COMMUNICATION FUND, INC. 
and 


OHIO CAPITAL FUND, INC. 
51 North High Street 
Columbus, Ohio 43215 


(812-3751) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
SECTION 17(a) OF THE ACT 


Knowledge Communication Fund, Inc. (““KCF’’) and Ohio 
Capital Fund, Inc. (“OCF’’), (hereinafter collectively re- 
ferred to as ““Applicants”), each an Ohio corporation and 
each registered under the Investment Company Act of 
1940 (“Act’’) as a diversified, open-end management in- 
vestment company, filed an application on January 16, 
1975, for an order pursuant to Section 17(b) of the Act 
exempting from the provisions of Section 17(a) of the 
Act, the transactions incident to the proposed merger of 
OCF with and into KCF. 


On March 3, 1975, the Commission issued a notice of filing 
of said application (Investment Company Act Release No. 
8699). The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application would be issued e- of course unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that the proposec' transaction is consistent 
with the policies of Applicants and that it is consistent 
with the general purposes of the Act. 


IT iS ORDERED, pursuant to Section 17(b) of the Act, 
that the transactions incident to the proposed merger of 
OCF with and into KCF are exempted from the provisions 
of Section 17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8737/March 31, 1975 
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In the Matter of 


STANDARD & POOR’S/INTERCAPITAL 
INCOME SECURITIES, INC. 

1775 Broadway 

New York, New York 10019 


and 


DR. IRWIN FRIEND 

Rodney L. White Center for Financial Research 
343 Vance Hall 

University of Pennsylvania 

Philadelphia, Pennsylvania 19104 


(812-3752) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) 


NOTICE IS HEREBY GIVEN that Standard & Poor’s 
InterCapital Income Securities, Inc. (“S&P”), regis- 
tered under the Investment Company Act of 1940 (“*Act’’) 
as a diversified closed-end company, and Dr. Irwin Friend, 
a director of S&P (hereinafter collectively referred to as 
“Applicants”) have filed an application on January 17, 
1975, and an amendment on March 6, 1975, for an order 
of the Commission pursuant to Section 6(c) of the Act 
declaring that Dr. Friend shall not be deemed an inter- 
ested person of S&P within the meaning of Section 2(a) 
(19) of the Act solely by reason of his status as director 
of PMI Investment Corporation (“PMI”’), a registered 
broker-dealer under the Securities Exchange Act of 1934 
(“Exchange Act”). All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations made therein, which are 
summarized below. 


PMI was originally organized in December, 1972 to be a 
holding company of two mortgage insurance companies, 
PMI Mortgage Insurance Co. and PMI Mortgage Insurance 
Co. of California (hereinafter collectively referred to as 
the “Mortgage Insurance Companies”). In September, 
1973, PMI and the Mortgage Insurance Companies were 
acquired by Allstate Insurance Company (“Allstate’’). 
After the acquisition, PMI and PMI Mortgage Insurance 
Company became direct subsidiaries of Allstate, PMI 
Mortgage Insurance Company of California became a 
direct subsidiary of PMI Mortgage Insurance Co., and 
PMI commenced doing business as a “matchmaker”, 

that is, as a person who brings together buyers and sellers 
of whole mortgages on residential properties. 


PMI anticipates that at some time in the future it may 
commence acting as a matchmaker in connection with 
the placement of “participations” in whole mortgages. 
Because it considered that such mortgage participations 
may be deemed to be securities within the meaning of the 
Exchange Act and that its matchmaking activities may 
subject it to the registration provisions of that Act, PMI 
registered as a broker-dealer under the Exchange Act. 


Section 2(a)(19) of the Act, in pertinent part, defines 
an “interested person” of an investment company to 
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include any broker or dealer registered under the Exchange 
Act or any affiliated person of such broker or dealer. Dr. 
Friend, is a director of PMI. He is, therefore, an affiliated 
person of PMI under Section 2(a)(3) of the Act, and, hence, 
an interested person of S&P under Section 2(a)(19) of the 
Act. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person from 
any provision of the Act if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of 
the Act. 


Dr. Friend is Richard K. Mellon, Professor of Finance and 
Professor of Economics and Finance at The Wharton School 
of the University of Pennsylvania, and is also Director of 
the Rodney L. White Center For Financial Research at the 
University of Pennsylvania. 


Applicants state that, aside from his Directorships in PMI 
and the Mortgage Insurance Companies, Dr. Friend is not 
affiliated and has never had any business connections with 
Allstate, PMI or any other affiliated person of any of said 
companies. As director of PMI and the Mortgage Insurance 
Companies, Dr. Friend receives approximately $7,000 per 
annum in directors fees pius actual travel expenses, an 
insubstantial portion of his gross income. 


S&P’s investment policy dictates that S&P is to invest all 
of its assets in fixed income securiites and is precluded 
from purchasing interests in real estate, except that it may 
invest in marketable securities secured by real estate or in- 
terests therein. Applicants state that since the mortgage par- 
ticipations proposed to be the subject of PMI’s matchmak- 
ing business are not expected to be marketable, S&P will 
have no occasion to do business with PMI. Furthermore, 
S&P undertakes that it will not, under any circumstances, 
do any business with PMI so long as Dr. Friend is a director 
of S&P and a director of PMI. 


S&P believes that it would be inherently misleading to stock- 


holders and unfair to Dr. Friend to identify him as an in- 
terested director of S&P since it implies the existence of a 
question of actual or potential conflict of interest which, 
Applicants claim, does not in fact exist. Applicants further 
state that it would be appropriate to treat Dr. Friend as a 
disinterested director in those instances when the S&P 
directors vote on a matter which requires majority approval 
by disinterested directors. 


NOTICE !S FURTHER GIVEN that any interested person 
may, not later than April 22, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. Proof 
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of such service (by affidavit, or in case of an attorney at law, 


request. As provided, by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the 
application will be issued as of course following April 22, 
1975, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued 

in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


: by certificate) shall be filed contemporaneously with the 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8738/April 2, 1975 


In the Matter of 

FEDERAL STREET FUND, INC. 
225 Franklin Street 

Boston, Massachusetts 02110 
(812-3754) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 


W EXEMPTING PROPOSED TRANSACTION FROM 


SECTION 17(a) OF THE ACT 


Federal Street Fund, Inc. (““Applicant”’), a diversified, open- 
end management investment company registered under the 
Investment Company Act of 1940 (“Act”), filed an appli- 
cation on January 27, 1975, pursuant to Section 17(b) of 
the Act for an order of exemption from Section 17(a) of 

the Act to permit a Trust under the will of Joseph F. Cull- 
man, Jr., Joseph F. Cullman 3rd, Hugh Cullman and Nan 

0. Cullman as Custodian for Alexandra M. Cullman to 
tender shares of Applicant for redemption in kind. 


On March 4, 1975, the Commission issued a notice of fil- 
ing of said application (Investment Company Act Release 
No. 8701). The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course un- 
less a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a hear- 
ing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the terms 
of the proposed transaction are reasonable and fair and do 
not involve overreaching on the part of any person concern- 
ed, that the proposed transaction is consistent with the 
policies of the Applicant and that it is consistent with the 
general purposes of the Act. 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed transaction is hereby exempted from 

@ provisions of Section 17(a) of the Act, effective forth- 
with. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8739/April 2, 1975 


In the Matter of 


AETNA VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 

151 Farmington Avenue 

Hartford, Connecticut 06615 


(811-1223) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that AEtna Variable Annuity 
Life Insurance Company (“AEtna Variable’), registered 
under the Investment Company Act of 1940 (the “Act”’) 

as an open-end diversified management investment com- 
pany, has filed an application pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that 
AEtna Variable has ceased to be an investment company 

as defined in the Act. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


AEtna Variable, which was formerly named Participating 
Annuity Life Insurance Company, is a stock life insurance 
company which was organized under the laws of Arkansas 
in 1954. It was registered under the Act on July 1, 1963. 


The application states that AEtna Variable’s principal ac- 
tivity is the sale of variable annuity contracts and that it 

is registered under the Act in order to conduct these var- 
iable annuity operations. AEtna Variable has proposed a 
realignment program of its present operations and mode 

of registration under the Act which principally entails the 
substitution of separate accounts of AEtna Variable as the 
entities registered under the Act, instead of AEtna Variable, 
the insurance company, itself. The proposed operation will 
conform with that of other life insurance companies en- 
gaged in variable annuity operations. 


The realignment program has been approved by the board 
of directors of AEtna Variable, and on August 16, 1974, 
the realignment program was approved by the voting se- 
curity holders of AEtna Variable. 


AEtna Variable represents that upon implementation of 
the program, its separate accounts will be registered under 
the Act as investment companies unless exempted from 
such registration. AEtna Variable contends that upon im- 
plementation of the program there will be no further need 
for it to be registered under the Act, and that it will then 
be entitled to rely on the exclusion from the definition of 
investment company provided by Section 3(c)(3) for in- 
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surance companies. 


AEtna Variable also states that in order to complete the 
application, it will file prior to the issuance of any order of 
deregistration herein, a statement indicating that the realign- 
ment program has been completed. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a regis- 
tered investment company has ceased to be an investment 
company, it shall so declare by order, and upon the taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested per- 
son may, not later than April 24, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person 
being served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney at law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing April 24, 1975, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8740/April 2, 1975 


In the Matter of 

BOND SHARES OF AMERICA, INC. 

711 Polk Street 

Houston, Texas 77002 

(811-2376) 

ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 

On March 4, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8704) of an application filed on 
February 18, 1975 by Bond Shares of America, Inc. 
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(“Applicant’’), a diversified, closed-end management in- 
vestment company registered under the Investment Com- 
pany Act of 1940 (the “Act’’), for an order of the Com- 
mission declaring that the Applicant has ceased to be an 
investment company as defined in the Act. The notice 
gave interested persons an opportunity to request a hearing 
and stated that an order disposing of the application might 
be issued on the basis of the information stated in the ap- 
plication. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Bond Shares of America, Inc. shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8741/April 3, 1975 


In the Matter of 


PUTNAM INVESTORS FUND, INC. 
PUTNAM FUND DISTRIBUTORS, INC. 
c/o Putnam Fund Distributors, Inc. 

265 Franklin Street 

Boston, Massachusetts 02110 


MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 


THE MUNICIPAL INCOME FUND 
(First Insured Discount Series and Subsequent Series) 


THE CORPORATE INCOME FUND 

(First Discount Series and Subsequent Series) 

c/o Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Liberty Plaza 

165 Broadway 

New York, New York 10006 


(812-3735) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM PROVISIONS OF 
SECTION 22(d) OF THE ACT 


On March 7, 1975, a notice was issued (Investment Com- 
pany Act Release No. 87 .0) of an application filed by 
Putnam Investors Fund, Inc. (‘‘Patnam Investors”), an 
open-end diversified management investment company 
registered under the Investment Company Act of 1940 
(“Act’’), The Municipal Income Fund (First Insured 
Discount Series and Subsequent Series), The Corporate 
Income Fund (First Discount Series and Subsequent 
Series) (“Bond Funds”), both unit investment trusts 























registered under the Act, Putnam Fund Distributors, Inc., 
principal underwriter for sales of Putnam Investors, and 
Merrill Lynch, Pierce, Fenner & Smith Incorporated, prin- 
cipal underwriter and sponsor of the Bond Funds (collec- 
tively “ Applicants”), on December 10, 1974, and amended 
on January 28, 1975, and February 7, 1975, for an order 
pursuant to Section 6(c) of the Act exempting Applicants 
from the provisions of Section 22(d) to permit the sale of 
combined units consisting of units of interest in one of 
the Bond Funds together with shares of Putnam Investors 
at a public offering price which incorporates a reduction 
from the current public offering price of shares of Putnam 
Investors. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of such 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


iT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act be, and hereby is, granted to 
the extent requested, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8742/April 3, 1975 


In the Matter of 


AETNA VARIABLE ANNUITY LIFE INSURANCE 
COMPANY 


and 


VARIABLE ANNUITY ACCOUNT B OF AETNA 
VARIABLE ANNUITY LIFE INSURANCE COMPANY 
151 Farmington Avenue 

Hartford, Connecticut 06115 

(812-3749) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT FOR APPROVAL OF OFFERS OF EX- 
CHANGE AND PURSUANT TO SECTION 6(c) OF THE 
ACT FOR AN ORDER OF EXEMPTION FROM SEC- 
TIONS 22(d), 26(a), 27(a)(3) AND 27(c)(2) OF THE 
ACT AND RULE 27a-2 THEREUNDER 


NOTICE IS HEREBY GIVEN THAT AEtna Variable An- 
nuity Life Insurance Company (““AEtna Variable”), an 
Arkansas stock life insurance company registered under 
the Act as an open-end, diversified, management invest- 
ment company, and Variable Annuity Account B of 
AEtna Variable (“Account B’’), a new separate account 


recently registered under the Investment Company Act of 
1940 (the “Act”’) as a unit investment trust (hereinafter 
collectively referred to as ‘““Applicants’’), filed an application 
on January 13, 1975 and an amendment thereto on March 
20, 1975, pursuant to Section 11 of the Act, for an order 
approving certain offers of exchange and pursuant to Sec- 
tion 6(c) of the Act for an order of exemption from Sec- 
tions 22(d), 26(a), 27(a)(3), and 27(c)(2) of the Act and 
Rule 27a-2 thereunder to the extent noted below. All 
interested persons are referred to the application on file 
with the Commission for a statement of the representations 
therein which are summarized below. 


AEtna Variable, a wholly-owned subsidiary of AEtna Life 
and Casualty Company (““AEtna”) engaged in the business 
of offering and selling variable annuity contracts, is pre- 
sently registered under the Act in order to conduct variable 
annuity operations and is also registered as a broker-dealer 
under the Securities Exchange Act of 1934. As of December 
31, 1974, AEtna Variable had total assets in excess of $421 
million and unappropriated surplus in excess of $128 
million. 


AEtna Variable has undertaken a realignment program 
which is designed to lead to its variable annuity and variable 
life insurance operations being subject to the same pattern 
of regulation under the Act that is applicable to other life 
insurance copanies engaged in such operations. The realign- 
ment program will be implemented by transferring all 

assets funding variable annuity contracts currently offered 
by AEtna Variable to AEtna Variable Fund, Inc. (the 
“Fund”) in exchange for Fund shares, and transferring such 
shares and the corresponding contract liabilities to Account 
B and Variable Annuity Account C of AEtna Variable 
(“Account C”), another separate account of AEtna Variable 
which also recently registered as a unit investment trust. 
AEtna Variable has appliced for an order pursuant to Sec- 
tion 8(f) of the Act declaring that, upon implementation of 
the realignment program, it will cease to be an investment 
company. 


Account B is a separate account of AEtna Variable that 
was established for the purpose of holding reserves attribu- 
table to variable annuity contracts not entitled to special 
tax treatment under the Internal Revenue Code of 1954 
(“Code”). As previously stated, all amounts allocated to 
Account B will initially be invested in shares of the Fund, 

a diversified open-end investment company registered under 
the Act. It is contemplated, however, that, subject to neces- 
sary regulatory approvals, shares of AEtna Variable Encore 
Fund, Inc. (“Encore Fund”), a registered, open-end, diver- 
sified, management investment company, will also be made 
available as an investment medium for contracts participa- 
ting in Account B if so elected by owners of or participants 
under such contracts. 


AEtna Variable will act as investment adviser to both the 
Fund and Encore Fund for a fee equivalent to approxi- 
mately 0.25% on an annual basis. AEtna Variable will 
also act as principal underwriter for Account B and Ac- 
count C. 


After implementation of the proposed realignment program, 
Applicants will issue two individual type variable annuity 
contracts—designated “Individual” and “Deferred Compen- 
sation” contracts—and three group type variable annuity 
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contracts—designated ‘Group Unit Purchase,” “Group De- 
posit Administration,” and “Group Terminal Funding” 
contracts—that will participate in Account B. All such con- 
tracts will provide that either all or specified portions of 
purchase payments may be applied to AEtna Variable’s 
general account for accumulation on a fixed basis. 


Certain other contracts issued by AEtna Variable prior to 
the implementation of its realignment program will also 
participate in Account B. In general, after implementation 
of the realignment program, such contracts will no longer 
be issued, but purchase payments under outstanding con- 
tracts may continue to be made and, if made, will be allo- 
cated to Account B. One of these contracts, an individual 
type contract designated the “Pension Trust” contract, may 
continue to be issued after implementation of the realign- 
ment program in any jurisdiction which has not approved 
the Deferred Compensation contract for sale. 


SECTION 11 


Applicants propose to permit owners of those Pension 
Trust contracts which will participate in Account B, i.e., 
those Pension Trust contracts which are not qualified for 
special tax treatment under the Code, to exchange their 
contracts for Deferred Compensation contracts and to have 
the values accumulated under such Pension Trust contracts, 
as of August 1, 1975, transferred to Deferred Compensation 
contracts without deduction. Any person who purchases 
such a Pension Trust contract on or after December 3, 1974, 
the date Account B’s registration statement under the Se- 
curities Act of 1933 was filed, and who elects to exchange 
such a contract for a Deferred Compensation contract, will 
also receive from AEtna Variable additional accumulation 
units equal to the sum of the differences between deduc- 
tions made from purchase payments under the Pension 
Trust contract and deductions which would have been 
made from purchase payments under a Deferred Compensa- 
tion contract, together with simple interest at the rate of 6 
percent per annum. The exchange of contracts will be 
effected at the end of business on August 1, 1975 and will 
be permitted only with respect to those Pension Trust con- 
tracts which at the time of the exchange are still in the 
accumulation stage, i.e., with respect to which annuity pay- 
ments are not being made. 


Section 11(a) of the Act provides that it shall be unlawful 
for any registered open-end company or principal under- 
writer for such a company to make or cause to be made an 
offer to the holder of a security of such company or of any 
other open-end investment company to exchange his secur- 
ity for a security in the same or another such company on 
any basis other than the relative net asset values of the re- 
spective securities to be exchanged, unless the terms of the 
offer have first been submitted to and approved by the 
Commission. Section 11(c) of the Act provides that, irre- 
spective of the basis of exchange, the provisions of Sec- 
tion 11(a) of the Act shall be applicable to any type of 
offer of exchange of the securities of registered unit invest- 
ment trusts for the securities of any other investment com- 
pany. 


Applicants request an order, pursuant to Section 11(a) of 
the Act, to permit an offer to be made to the owners of 
Pension Trust contracts to exchange such contracts for De- 
ferred Compensation contracts. 
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Applicants state that the requested order permitting an offer 
of exchange to be made will make available to owners of 
Pension Trust contracts any advantages which may result 
from owning the new Deferred Compensation contract. Ap- 
plicants state that the additional credit to persons who pur- 
chase Pension Trust contracts on or after December 3, 1974, 
is designed to prevent any disruption in the sale of Pension 
Trust contracts which might otherwise result when prospec- 
tive purchasers are notified of the forthcoming issuance of 
the Deferred Compensation contracts which will have a per- 
centage deduction from purchase payments (9%) significant- 
ly lower than the initial percentage deduction under Pension 
Trust contracts (17%). 


Applicants assert that since no charges will be assessed in 
connection with the exchange, the principal abuse at which 
Section 11(a) is directed (the imposition of additional sales 
charges) will not be present. Applicants represent that no 
attempt will be made by them to induce an exchange, and 
that no compensation will be paid to any agenis in connec- 
tion with an exchange. Applicants further assert that an ex- 
change made by persons who purchase Pension Trust con- 
tracts on or after December 3, 1974, will be on a basis other 
than net asset value only by reason of the additional credits 
the exchanging contract owners will receive, and that such 
credits will be a benefit to them. As the credit will be paid 
by AEtna Variable from AEtna Variable’s general account, 
no owners of contracts participating in any of its separate 
accounts will be prejudiced. 


Applicants state that the terms of the Deferred Compensa- 
tion contract differ significantly from those of the Pension 
Trust contract and, that an exchange would not necessarily 
be in the best interest of all Pension Trust contract owners. 
The determination whether to accept the exchange will be 
made by each contract owner. Whether an exchange will be 
advantageous will depend on a number of factors, including 
the level of any premium tax to be paid under the Deferred 
Compensation contract, the number of years before the 
contract owner's retirement, the number of years before 
the percentage deduction under the Pension Trust contract 
would decrease to 6%, whether the contract owner would 
elect a minimum death benefit guarantee under the new 
contract, the amount and frequency of payments to be 
made under the old and new contracts, the significance to be 
assigned to the absence of an income tax guarantee under 
the new contract and the absence also of a corresponding 
charge for such a guarantee, the amount accumulated 
under the present contract and expected to be accumulated 
in the future, the prospect for a surrender of the contract 
in whole or in part, and anticipated changes in the amount 
or frequency of payments or in other circumstances affect- 
ing the foregoing. 


AEtna Variable will seek to assist Pension Trust contract 
owners in determining whether to make an exchange by 
pointing out the applicable factors. Persons to whom the 
exchange offer is made will receive a prospectus describing 
the Deferred Compensation contracts, a prospectus describ- 
ing the Pension Trust contracts, plus such additional in- 
formation as may be necessary to assist contract owners in 
determining whether to make an exchange. 


Applicants submit that in view of the proposed disclosure 
to contract owners to whom the exchange offer will be 
made, the absence of any effort to induce an exchange, 
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and the absence of charges in connection with such an ex- 
change, the proposed offer of exchange is fair and should 
be approved by the Commission. 


Applicants request a further order, pursuant to Section 11(a) 
of the Act, to permit transfers of participant accounts under 
group contracts to individual contracts. The Group Deposit 
Administration and Group Unit Purchase contracts to be 
issued by Applicants will provide that if an employer’s plan 
permits, or the contract owner so requests, a participant may 
have amounts accumulated on his behalf under a group con- 
tract transferred to an individual contract without charge. 
The individual contract will be the contract for which the 
participant qualifies at the time of transfer and such contract 
(usually, the Deferred Compensation contract), will be 
deemed to have been outstanding for the lesser of the num- 
ber of years the participant has been in the plan or the group 
contract has been in force. Other group contracts, including 
those no longer offered and those which may be offered in 
the future, may contain similar transfer provisions. Appli- 
cants state that the transfer privilege is designed to permit 

an employee to have payments accumulated for his retire- 
ment under a single contract despite a change in employ- 
ment and submit that such a transfer privilege is fair and 
should be approved by the Commission. 


SECTION 22(d) 


Section 22(d) of the Act provides, in pertinent part, that no 
registered investment copany or principal underwriter there- 
of shall sell any redeemable security to the public except at 
a current public offering price described in the prospectus. 


Applicants request an exemption from Section 22(d) to per- 
mit those owners of Pension Trust contracts which partici- 
pate in Account B to exchange their contracts for Deferred 
Compensation contracts, and to permit participants under 
group contracts to transfer amounts accumulated on their 
behalf to individual contracts, without any deduction for 
sales and administrative expenses. 


Applicants also request an exemption from Section 22(d) 
of the Act to permit the percentage deduction from pur- 
chase payments made after deducting a flat dollar deduc- 
tion for sales and administrative expenses to be reduced 
from 8.5% to 6% in the case of immediate contracts and 
from 10.5% to 8% in the case of deferred contracts when 
such contracts are purchased with amounts paid or pay- 
able, by reason of death or otherwise, under life insurance 
or annuity contracts issued by AEtna Variable, by AEtna, 
or by any company organized and operated as a life in- 
surance company under applicable state law and controlled 
by AEtna. Applicants assert that the requested exemption 
will not disrupt the orderly distribution of such contracts. 
Applicants state that the premiums on the life insurance 
and annuity contracts constituting the source of the insur- 
ance proceeds will already have been subjected to sales 
charges. Applicants assert that the purchase of Individual 
contracts with insurance proceeds will involve reduced sales 
activities and that reducing the percentage deductions in 
the manner proposed will avoid an unnecessary accumula- 
tion of charges. 


A further exemption from Section 22(d) is requested by 
Applicants to permit deductions from purchase payments 


for sales and administrative expenses to be based upon the 
aggregate amount of payments made under the contracts 
regardless of whether such payments, or a part thereof, are 
credited to Account B or to the general account of AEtna 
Variable. Applicants assert that, where a contract provides 
for a reduction, based upon the aggregate purchase payments 
made, in the deductions from purchase payments for sales 
and administrative expenses, the inclusion, in determining 
the aggregate purchase payments made, of amounts credited 
to AEtna Variable’s general account is necessary to avoid 
discriminating against those persons who allocate a portion 
of their purchase payments to AEtna Variabie‘s general ac- 
count. 


Applicants also request an exemption from Section 22(d) 

to permit the transfers, without additional deductions, of 
amounts accumulated in AEtna Variable’s general account 
on a fixed basis to Account B at the annuity commencement 
date or an earlier date. Applicants represent that since the 
same deductions for sales and administrative expenses are 
made from each purchase payment without regard to wheth- 
er the net proceeds are applied to the separate account, the 
general account, or a combination thereof, imposition of an 
additional deduction when amounts accumulated on a fixed 
basis are transferred to Account B would be inequitable and 
discriminatory. 


Applicants request a further exemption from Section 22(d) 
te permit the experience rating of sales and administative 
expense deductions, including the crediting of additional 
units, without further deductions for sales charges. AEtna 
Variable’s outstanding group contracts provide, and group 
contracts issued in the future may provide, that if the de- 
ductions for sales and administrative expense exceed actual 
sales and administrative costs, AEtna Variable in its discre- 
tion may allocate all, a portion, or none of such excess as 
an experience rating credit. Applicants represent that such 
credit will be made on a nondiscriminatory basis in the form 
of additional accumulation or annuity units and that such 
credit will not result in any dilution of the interests of 
other owners of or participants under variable annuity con- 
tracts as payment of the credit will be made from AEtna 
Variable’s general account. 


An exemption from Section 22(d) is also requested by Ap- 
plicants to permit a person entitled to any proceeds pay- 
able upon the death of another under a variable annuity 
contract participating in Account B, to elect, if such an 
option is provided by the contract or the group contract 
plan, to purchase a variable annuity contract with such 
death proceeds, including proceeds attributable to any 
fixed accumulation, without any deduction for sales and 
administrative expenses. Applicants anticipate no signifi- 
cant selling expenses that would justify a deduction when 
a beneficiary elects a variable annuity payment option. 


AEtna Variable intends to issue Deferred Compensation con- 
tracts in piace of Pension Trust contracts in all jurisdictions 
subsequent to implementation of the Realignment Program. 
However, delays in obtaining approval of the Deferred Com- 
pensation contracts in some jurisdictions may make it neces- 
sary for AEtna Variable to continue to offer Pension Trust 
contracts in those jurisdictions until such approval is ob- 
tained. Consequently, Pension Trust contracts may continue 
to be sold in certain jurisdictions, subsequent to implemen- 
tation of the Realignment Program. Purchase payments 
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under such contracts, and under other contracts outstand- 
ing as of implementation, would continue to be received. 
Where the contracts are not entitled to special tax treat- 
ment under the Code, such payments would be allocated to 
Account B. Sales charges under such contracts differ from 
the sales charges under the contracts which will be offered 
subsequent to implementation. Applicants, therefore, re- 
quest a further exemption from Section 22(d) to permit 
Pension Trust contracts to continue to be sold in jurisdic- 
tions that have not approved the Deferred Compensation con- 
tracts, until such approval is obtained, and to permit the con- 
tinued receipt of purchase payments on contracts that were 
outstanding upon implementation of the Realignment Pro- 
gram. 


SECTION 27(a)(3) AND RULE 27a-2 


Section 27(a)(3) of the Act provides that no registered in- 
vestment company issuing periodic payment plan certificates, 
and no depositor of or underwriter for such company, may 
sell any such certificate if the amount of sales load deduct- 
ed from any one of the first twelve monthly payments ex- 
ceeds proportionately the amount deducted from any other 
such payment, or if the amount deducted from any subse- 
quent payment exceeds proportionately the amount deduct- 
ed from any other subsequent payment. Rule 27a-2 provides 
an exemption from Section 27(a)(3) for registered separate 
accounts, and depositors of or underwriters for such ac- 
counts, provided that the proportionate amount of sales 
load deducted from any payment under a variable annuity 
contract participating therein does not exceed the propor- 
tionate amount deducted from any prior payment there- 
under. 


The Deferred Compensation, Group Deposit Administration, 
and Group Terminal Funding contracts to be issued by Appli- 
cants will provide for percentage deductions from purchase 
payments for sales and administrative expenses to be assess- 
ed on the balance of the payment remaining after a flat 
dollar deduction and, with respect to Deferred Compensa- 
tion contracts after any deduction for applicable premium 
taxes. In the case of Group Terminal Funding contracts, 
where there is advance funding of annuities by installment 
payments, the flat dollar deduction is assessed only against 
the first installment payment, and in the case of Group De- 
posit Administration contracts, the annual flat dollar deduc- 
tion is assessed only against the first payment made during 
the year. In addition, under Deferred Compensation con- 
tracts, an optional minimum death benefit guarantee may be 
elected for a charge of 1% of the total purchase payment, 
and other optional insurance benefits may be made avail- 
able at some future time under Deferred Compensation or 
other contracts for charges deducted from purchase pay- 
ments. Where additional deductions are made for optional 
insurance benefits, the percentage deduction from purchase 
payments for sales and administrative expenses is assessed 
against the net payment remaining after all other deduc- 
tions. Accordingly, the total deductions from purchase pay- 
ments for sales and administrative expenses (including any 
flat dollar deduction and the specified percentage deduc- 
tion) under each of the above contracts may vary as a per- 
cent of the total purchase payment. Depending on the con- 
tract involved, such factors may cause the total deductions 
from any purchase payment for sales and administrative ex- 
penses to exceed proportionately such deductions made 
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from a prior payment. 


Applicants state that the variation in the deductions for sales 
and administrative expenses as a percent of total purchase 
payments results from assessing the percentage deduction for 
sales and administrative expenses against the payment net 
of certain other deductions and, in the case of certain con- 
tracts, from assessing a flat dollar deduction for sales and 
administrative expenses. The flat dollar deduction for sales 
and administrative expenses under certain contracts reflects 
more accurately the incidence of certain sales and adminis- 
trative expenses which are incurred regardless of the size of 
the purchase payment. Applicants state that the purpose of 
assessing the percentage deduction for sales and administra- 
tive expenses against the net payment remaining after cer- 
tain other deductions is to avoid assessing a charge against 
the flat dollar charge and amounts deducted for other pur- 
poses, and that assessing such percentage deduction against 
the net payment provides for lower total deductions than 
would otherwise result. Accordingly, Applicants request an 
exemption from the provisions of Section 27(a)(3) and Rule 
27a-2 to permit, under the circumstances described above, 
the proportionate amount of deductions for sales and ad- 
ministrative expenses from any purchase payment to exceed 
proportionately such deductions made from prior payments. 
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SECTIONS 26(a) AND 27(c)(2) 
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Sections 26(a) and 27(c)(2), as here pertinent, provide in 
substance that a registered unit investment trust and any de- 
positor of and underwriter for such trust are prohibited from 
selling periodic payment plan certificates unless the proceeds .) 
of all payments, other than amounts deducted for sales loads, 

are deposited with a qualified bank as trustee or custodian 
and held under an indenture or agreement containing speci- 
fied provisions. Applicants state that AEtna Variable and 
Account B are subject to extensive supervision and control 
by the Arkansas insurance regulatory authorities and that 
such control and supervision protects variable annuity con- 
tract owners and provides the assurance of performance by 
AEtna Variable on its obligations to such owners. Appli- 
cants further state that under Arkansas insurance law, the 
assets of Account B attributable to variable annuity con- 
tracts shall not be chargeable with liabilities arising out of 
any other business AEtna Variable may conduct, and that 
all obligations under the variable annuity contracts partici- 
pating in Account B are general obligations of AEtna Vari- 
able, which AEtna Variable may not abrogate. 
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It is further contemplated that the Fund shares and Encore 
Fund shares issued to Account B will be held pursuant to 
an open account system and will not be represented by any 
transferable stock certificates which might require a trus- 
teeship or custodianship for safekeeping purposes. Appli- 
cants represent that, under the foregoing circumstances 
the dangers of abandonment of Account B’s assets or de- 
fault with respect to the obligations to security holders 
appear remote, and accordingly request an exemption 
from Sections 26(a) and 27(c)(2) to permit Applicants to 
sell variable annuity contracts without depositing with a II 
qualified bank the net proceeds of payments thereunder. 





Applicants consent to the exemptions requested herein 
from Sections 26{a) and 27(c)(2) being made subject to 
the following conditions: (1) that the charges to variable 
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annuity contract owners for administrative services shall 
not exceed such reason amounts as the Commission shall 
prescribe, jurisdiction being reserved for such purpose; and 
(2) that the payments of sums and charges out of the assets 
of Account B shall not be deemed to be exempted from 
regulation by the Commission by reason of the requested 
order, provided that Applicants’ consent to this condition 
shall not be deemed to be a concession to the Commission 
of authority to regulate the payments of sums and charges 
out of such assets other than charges for administrative ser- 
vices, and Applicants reserve the right in any proceeding be- 
fore the Commission or in any suit or action in any court 
to assert that the Commission has no authority to regulate 
the payments of such other sums or charges. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, by order upon application, conditionally or un- 
conditionally exempt any person, security, or transaction, 

or any class or classes of persons, securities, or transactions, 
from any provision or provisions of the Act or of any rule 

or regulation under the Act, if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 23, 1975, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 

D. C. 20549. A copy of such request shall be served per- 
sonally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of ser- 
vice (by affidavit or in case of an attorney at law by certi- 
ficate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the applica- 
tion will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon request 

or upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponement thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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See Securities Exchange Release No. 11324/March 31,1975. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 449/March 28, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11322/March 28, 1975 


Admin. Proc. File No. 3-4635 
In the Matter of 


CHASE INVESTMENT SERVICES OF BOSTON, INC. 
535 Boylston Street 

Boston, Massachusetts 

(801-7435) 


JOHN P. CHASE, INC. 
535 Boylston Street 
Boston, Massachusetts 
(801-5995) 


JOHN P. CHASE 
Wilsondale Street 
Dover, Massachusetts 


LAWRENCE M. TILTON 
Linea Del Cielo 

P. O. Box 1841 

Rancho Santa Fe, California 


JACK W. SWENSON 
112 Thunder Road 
Sudbury, Massachusetts 
(801-10330) 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


John P. Chase (“Chase”) has been in the investment, advis- 
ory business in Boston for many years. 1/ Chase is Chair- 
man of the Board of John P. Chase, Inc. (“JPC’’), a regis- 
tered investment adviser. 2/ JPC’s clientele consists of in- 
stitutions and of individuals with accounts of $500,000 or 
more. 3/ JPC has about $475 million under management. 


Chase Investment Services of Boston, Inc. (““CIS”’), a wholly- 
owned subsidiary of JPC and itself a registered investment 
adviser, serves smaller accounts. 4/ CIS’s minimum account 
is $25,000. It manages about 480 accounts with aggregate 
assets of some $18 million. 5/ CIS’s policies are shaped by 
its parent, JPC. 6/ 


Lawrence M. Tilton and Jack W. Swenson were formerly as- 
sociated with CIS and JPC. Tilton was CIS’s president and 
directed the effort to market its services. He was also a vice 
president of JPC. Swenson, CIS’s chief portfolio manager, 
was also its executive vice president as well as a vice presi- 
dent of JPC. Swenson recently entered the investment ad- 
visory business on his own account as a sole proprietor. Ac- 
cordingly, he is now himself a registered investment adviser. 


SEC DOCKET/587 








To determine whether certain allegations about the above- 
named respondents are true and what remedial action, if 
any, ought to be taken, this proceeding was instituted under 
the Investment Advisers and Securities Exchange Acts. Sole- 
ly for the purpose of disposing of this matter and without 
admitting or denying the allegations in the order for proceed- 
ings, Chase, CIS, JPC. Tilton and Swenson have made offers 
of settlement. The Commission's staff recommends that 
those offers of settlement be accepted. And the Commission 
has decided to do so. 


No evidentiary hearing has been held. The findings made be- 
low rest entirely on the allegations in the order for proceed- 
ings and on the offers of settlement. Respondents have con- 
sented to the sanctions that this order imposes. 


CIS offers what it calls professional investment management 
or investment counsel service. For this it charges an annual 
fee of 2% of the first $75,000 under management plus lower 
percentages on those portions of a particular account's 
assets in excess of that figure. 7/ The first year’s fee is paid 
at the outset. Subsequent fees are paid semi-annually in ad- 
vance and are generally deducted from the client’s account. 


CIS, Swenson, and Tilton represented that CIS: 8/ 


(A) Gave smaller investors professional investment manage- 
ment and investment counsel tailored to the client’s person- 
al requirements; 


(B) Provided such smaller investors with a service compar- 
able to that furnished to the wealthy by JPC and other in- 
vestment counsel firms; 


(C) Made what was in effect a daily reappraisal of all fac- 
tors affecting the particular account; and 


(D) Managed accounts flexibly, placing funds in bonds or 
short-term debt securities when the economic climate was 
unfavorable so as to establish reserves for the subsequent 
purchase of equity securities when the outlook for equities 
became more attractive. 


These representations were materially false and misleading. 
CIS’s service was in no way comparable to that provided by 
JPC. A CIS portfolio manager “supervised” from 300 to 
500 accounts. JPC’s portfolio managers, on the other hand, 
generally handled less than 60 accounts. 


CIS clients did not get personalized treatment. No inquiry 
was made about their personal needs, financial requirements, 
tax situations, and ability to bear risks. And when such in- 
formation was obtained, it was disregarded. When funds 
were not placed in equities, cash balances in clients’ ac- 
counts lay idle and wholly unproductive. 


CIS assigned each client to one of three broad categories. 
9/ Investment decisions were made for these impersonal 
categories without regard to either the particular needs of 
the flesh and blood people in the categories or material 
changes in CIS’s research positions. Thus a CIS client re- 
ceived about as much personal service as he would have 
gotten from a mutual fund. But the advisory fees and the 
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brokerage commissions that he paid were substantially 
higher than those that he would have borne had he invested 
in a mutual! fund. 






IV. 


From May of 1971 to June of 1973, CIS, Tilton, and Swen- 
son represented that CIS had done well for its clients. More 
specifically, they said that all “growth-oriented” accounts 
under continuous CIS management in the four years between 
March 1967 and March 1971 had increased by an average of 
89.7%. When that four year period was extended to a fifth 
year, the results became even more enticing. For the five 
years ending in March of 1972 an average increase of 106.6% 
was claimed. 10/ 





People were not told that: 


(A) These dazzling results reflected the average performance 
of but five accounts. Even within that extremely limited 
sample performance varied widely. 


(B) No audit of CIS’s 1967-1971 investment results had 
been made. 11/ 


(C) Both CIS’s overall performance and the investment re- 
sults achieved by most of its growth-oriented accounts were 
far less favorable for the periods in question. 


(D) During other periods when CIS had a far larger volume 
of assets under management, most of its clients lost money. 


The fraudulent claims about past results were supplemented WW 
by representations that: 

(A) CIS’s goal for a client who had “‘maximum capital appre- 
ciation” as his objective was to double his money in five 
years—this goal was realistic; it had actually been achieved 
in the past. 


(B) CIS’s professional investment management could re- 
duce the risks of investing. 


(C) CIS invested prudently in securities of good quality 
and did not trade or speculate. 


Actually, however, only four of CIS’s ““maximum capital 
appreciation” clients had doubled their money in five 
years. Moreover, CIS‘s investments were not broadly diver- 
sified. They were confined to a limited group of issues, most 
of which were risky and speculative. Clients were not told 
this. 


Nor were those who stated their objective as maximum 
capital appreciation warned that they were likely to experi- 
ence fluctuations significantly greater than those in leading 
market indicators (such as the Dow Jones Industrial Aver- 
age) and substantial downside risk. 





Vi. 


CIS relied heavily on refrrals from brokers and dealers as a 
source of new clients. 12/ Clients referred to CIS in this 
way were not told that CIS was inducing brokers to send it 
business by splitting its advisory fees with the referring 
brokers. 13/ Nor were clients told of another substantial 
benefit that went to the refrrring broker. CIS saw to it that 
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referring brokers knew that the typical CIS account had a 


portfolio turnover of about 100% during the first year and 
of about 50% thereafter and that the extremely substantial 
brokerage commissions generated by all this activity would 
inure to the broker's benefit. 14/ 


Vil. 
From the foregoing it follows that: 


(A) CIS, Tilton, and Swenson willfully violated and willful- 
ly aided and abetted each other’s willful violations of the 
antifraud provisions of the Investment Advisers and Securi- 
ties Exchange Acts. 15/ 


(B) JPC and Chase himself failed reasonably to supervise 
with a view to preventing the aforementioned violations. 16/ 


Vill. 


The Commission’s conclusion that the sanctions to which 
the respondents have consented are sufficient to vindicate 
the public interest and appropriate for the protection of 
investors was influenced by CIS’s undertaking—joined in 
by JPC—to: 


(A) Develop standards and procedures to assure each invest- 
ment advisory client of personalized treatement; 17/ 


(B) Deliver a written statement to prosepctive clients dis- 
closing all material facts about CIS’s advisory service, in- 
cluding CIS’s investment methods, the risks inherent in 
those methods as well as the risks incident to any form of 
investment in securities, personnel, sources of research, and 
ans and methods of executing brokerage transactions. 


(C) Monitor and establish reasonable supervisory controls 
on sales presentations made by CIS personnel and by other 
persons on CIS’s behalf; 


(D) Establish a central file, which will contain a copy of 
any complaint letter from or on behalf of a CIS client; a 
memorandum of any complaint received verbally from or 
on behalf of a CIS client; a copy of any written response 
by CIS and/or a memorandum of CIS’s action in response 
to the complaint; 


(E) Develop other recordkeeping and review practices 
that will help implement the procedures spoken of in para- 
graph (C) hereinabove; 


(F) Proscribe any fee-splitting arrangements; 


(G) Develop other procedures to protect the integrity of 
CIS's relationship with its clients and to assure CIS’s inde- 
pendence from brokers and dealers; 


(H) Have the foregoing standards and procedures as well 
as all sales literature and practices reviewed by counsel; 


(1) Submit a memorandum to the Commission’s Division 
of Enforcement containing a detailed description of the 
new procedures that CIS has established and of the meth- 
ods by which these procedures will be implemented (this 
morandum is to be furnished within 30 days from the 
ite hereof); 


(J) ‘Retain an independent consultant, satisfactory to the 
Commission’s Division of Enforcement, who will review 
CIS’s new procedures and their implementation and report 
his findings to the Commission’s Division of Enforcement; 
18/ and 


(K) Preserve all of its books and records and those of its 
predecessor for five years. 


Swenson has submitted an undertaking comparable to CIS’s 
with respect to his future conduct as a self-employed invest- 
ment adviser. He also states that: 


“[F] or a time after the inception of CIS’s advisory service, 
he attempted—within ... limits ...—to render personalized 
treatment to those clients who had initial contact with him. 
However, as the service grew he was directed by his superiors 
on a number of occasions to limit personal contact with 
clients and to restrict his activities to the office management 


of portfolios.” 


Tilton states “that since October 31, 1973, he has not en- 
gaged in any way in any aspect of the investment advisory 
or broker-dealer business” and that he ““has no present in- 
tention to engage in the investment advisory or broker-deal- 
er business.” Accordingly, he undertakes neither to register 
as an investment adviser or a broker-dealer nor to associate 
himself with any registered investment adviser or broker- 
dealer. 


IX. 


Accordingly, 1T IS ORDERED that John P. Chase, Inc., 
Chase Investment Services of Boston, Inc., Lawrence M. 
Tilton, and Jack W. Swenson be, and they hereby are, re- 
quired to do all that they have undertaken to do in their 
offers of settlement herein and in the undertakings annexed 
thereto; and it is further 


ORDERED that John P. Chase, Inc. and Chase Investment 
Services of Boston, Inc. be, and they hereby are, suspended 
for the 180 days beginning at the opening of business on 
March 31, 1975, from soliciting or accepting new invest- 
ment advisory clients for or on behalf of Chase Investment 
Services of Boston, Inc.; and it is further 


ORDERED that Chase Investment Services of Boston, Inc. 
serve its existing clients at cost during the aforementioned 
180-day suspension period; and it is further 


ORDERED that John P. Chase be, and he hereby is, sus- 

pended from associating himself with any investment ad- 
viser for the 30 days beginning at the opening of business 
on March 31, 1975; and it is further 


ORDERED that the registration of Jack W. Swenson as an 
investment adviser be, and the same hereby is, suspended 
for the 30 days beginning at the opening of business on 
April 16, 1975; and it is further 


ORDERED that the said Jack W. Swenson be, and he here- 
by is, suspended from association with any investment ad- 
viser for the 30 days that will begin at the opening of busi- 
ness on April 16, 1975; and it is further 


ORDERED that Lawrence M. Tilton refrain from either re- 
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gistering with the Commission as an investment advisor or 
a broker-dealer or associating himself with any registered in- 
vestment adviser or any registered broker-dealer without the 
Commission’s prior written approval. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ His attorneys state that “he has been a leader in the fi- 
nancial community for over 42 years.” 


2/ Until April of 1974, Chase was also JPC’s chief executive. 


3/ The present JPC, a wholly owned subsidiary of Conti- 
nental Investment Corporation (of which Chase is a director 
and a stockholder), is the successor to another corporation 
of the same name. References to JPC in this document re- 
late to both the present company and its predecessor. 


4/ Just as there was an old JPC and a new one, so too there 
was an old CIS and a new one. The old CIS was called Chase 
Investment Services, Inc. It did not have the phrase “of Bos- 
ton” in its name. CIS is used in this document to refer to 
both companies. 


5/ CIS’s business used to be substantially larger. From the 
beginning of 1967 to the present CIS managed the accounts 
of over 2,400 clients. The assets in those accounts totaled 
over $100 million. 


But in 1972, 1973 and 1974, over 1,000 clients cancelled 
their investment advisory contracts with CIS. Most of them 
did so after sustaining substantial losses. Until about March 
of 1973 CIS gave no rebates to clients who cancelled before 
the end of the period covered by the fee that they had al- 
ready paid. 


6/ Chase is CIS’s treasurer and also serves on its Board of 
Directors. 


7/ CIS raised its rates in August of 1970. Up to that time it 
charged 2% of the first $25,000 under management, 1% of 
the next $25,000 and one-half of 1% of the next $250,000. 


8/ With respect to CIS, the period in question runs from at 
least January 1, 1967 to the present. In Swenson’s case the 
relevant period begins no later than January 1, 1967 and 
ends in July of 1974. In Tilton’s case the relevant period 
runs from at least August 1, 1970 to October 31, 1973. 


9/ The category in which a person was placed depended on 
his investment objective. 


10/ CIS and Tilton claimed that these results had been 
audited by certified public accountants. Swenson, however, 
is not found to have done so. 


11/ See the preceding footnote. 


12/ It required each client to grant it discretionary author- 
ity to buy and sell securities without prior consultation 
with or comment from him. It also insisted that the client 
maintain an account with a broker. CIS would then execute 
all transactions through that broker. In most instances this 
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business went to the broker who had referred the client to 
CIS in the first place. 


13/ The kickbacks ranged from 10% to 25% and were not 
limited to the first year’s fees. 


14/ See no. 12, supra. 


15/ Sections 206(1), 206(2), and 206(4) of the Investment 
Advisers Act and Rule 206(4)-1(a) under that statue. Section 
10(b) of the Securities Exchange Act and the Commission's 
Rule 10b-5 thereunder. In addition, CIS willfully violated 
Secton 208(c)(2) of the Investment Advisers Act which makes 
it unlawful for any registered investment adviser “‘to repre- 
sent that he is an investment counsel or to use the name ‘in- 
vestment counsel’ as descriptive of his business unless ... a 
substantial part of his or its business consists of rendering in- 
vestment supervisory services.” The term “investment super- 
visory services” is defined in Section 202(a)(13) of the Act 
as “the giving of continuous advice as to the investment of 
funds on the basis of the individual needs of each client.” 
As a well-known treatise says, “The criterion for the use of 
the descriptive term ‘investment counsel’ is ... the continuity 
and personalized nature of the advise ...."” 2 Loss, Securities 
Regulation 1413 (2d ed. 1961). It is further found that Til- 
ton and Swenson willfully aided and abetted CIS’s willful 
violations of this section. 


16/ They thus violated Section 203(e)(5) of the Investment 
Advisers Act. 


17/ This will involve: (i) Obtaining information about the 
client’s needs and investment objectives; (ii) Affording the 
client an opportunity to discuss this information; (iii) Hav- 
ing reasonable grounds to consider the service suitable to the 
particular prospect's needs; (iv) Having reasonable grounds 
to believe that investment decisions are suitable to the client's 
particular needs; (v) Reviewing each client’s account on a 
continuous basis; (vi) Giving each client reasonable access 
to his account manager; (vii) Establishing minima with re- 
spect to account size and personnel requirements as well as 
limitations on the number of accounts to permit personaliz- 
ed investment treatment to the client; and (viii) Providing 

a procedure for investing the idle cash in clients’ accounts 
in an interest-bearing account or in a security or for with- 
drawing such cash from CIS’s supervision. 


18/ This person is to be appointed approximately one year 
from the date hereof. 
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SECURITIES EXCHANGE ACT OF 1934 
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Admin. Proc. File No. 3-4636 

In the Matter of 

ALL STATES MANAGEMENT COMPANY 
(801-3974) 


BOSTON ADMINISTRATIVE & RESEARCH CO., INC. 
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COMPETITIVE CAPITAL CORPORATION (801-8011) 
9601 Wilshire Boulevard 
Beverly Hills, California 


MICHAEL HEFLIN 
585 North Hermosa Avenue 
Sierra Madre, California 


MICHAEL Z. LANDY 
1821 Beverly Ridge 
Sherman Oaks, California 


JAMES MICHAEL MALLICK 
1411 San Remo Drive 
Pacific Palisades, California 


LEE LAWRENCE 
1200 Southwest 90th Avenue 
Miami, Florida 


ARTHUR RITTMASTER 
114 Galbreath Drive 
Princeton, New Jersey 


ORDER INSTITUTING PROCEEDINGS AND IMPOS- 
ING REMEDIAL SANCTIONS 


All States Management Company, Boston Administrative & 
Research Co., Inc., and Competitive Capital Corporation 
(“CCC”), registered investment advisers, Michael Heflin, 
Michael Z. Landy and James Michael Mallick, who are as- 
sociated with a registered broker-dealer, and Lee Lawrence 
and Arthur Rittmaster, who were principals of a former 


broker-dealer firm, submitted offers of settlement in an in- 
i) 


junctive action brought by the Commission involving the 
purchase, offer and sale of securities of The Seaboard Cor- 
poration and related practices. 1/ The Commission deter- 
mined to accept those offers. Pursuant to the offers, which 
neither admitted nor denied the allegations of the Commis- 
sion’s complaint, permanent injunctions were entered 
against respondents enjoining them from violations of vari- 
ous provisions of the securities acts. Respondents also con- 
sented to the institution of administrative proceedings, and 
to the imposition of certain sanctions therein which it is in 
the public interest to impose. 


Accordingly, IT IS ORDERED that public proceedings, pur- 
suant to Section 203 of the Investment Advisers Act with 
respect to All States, Boston, and CCC, and pursuant to 
Section 15(b) of the Securities Exchange Act with respect 
to Heflin, Landy, Mallick, Lawrence and Rittmaster, be, 

and they hereby are, instituted. 


IT 1S FURTHER ORDERED that the investment adviser 
registrations of All States Management Company, Boston 
Administrative & Research Co., Inc. and Competitive Capi- 
tal Corporation be, and they hereby are, revoked; and that 
Michael Heflin, Michael Z. Landy, James Michael Mallick, 
Lee Lawrence and Arthur Rittmaster be, and they hereby 
are, suspended from being associated with any broker or 
dealer for respective periods of 90, 45, 45, 15 and 15 days. 
The suspension of Landy shall commence as of the open- 
ing of business on May 1, 1975, that of Mallick upon termi- 
nation of Landy’s suspension, and that of Heflin upon ter- 
mination of Mallick’s suspension. The suspensions of Law- 
rence and Rittmaster shall commence as of the opening of 
business on April 14, 1975. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. The Seaboard Corporation, et al., Civil Action No. 
74-567-MML (C.D. Calif.). 
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Litigation Release No. 6803/March 28, 1975 


The Commission announced that on March 25, 1975 Judge 
Joseph Waddy of the U. S. District Court for the District of 
Columbia issued an order of permanent injunction against 
Finansbanken a/s, enjoining the company from further vio- 
lations of the securities registration provisions of the Securi- 
ties Act of 1933. The order was issued pursuant to a con- 
sent offer. The Commission in its complaint alleged that 
Finansbanken (a Danish Bank, with principal offices in Co- 
penhagen) had been offering for sale and selling through ad- 
vertisements appearing in national magazines, securities in 
the form of savings accounts and shares of stock. 





Litigation Release No. 6804/March 28, 1975 


US v. WILLIAM ROBERT COOK 
(N.D. Texas) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, and 
Frank D. McCown, United States Attorney for the Northern 
District of Texas, today jointly announced that on March 
24, 1975, after a six-day trial in Federal District Court at 
Dallas, Texas, a jury found defendant William Robert Cook, 
Dallas, Texas, guilty on all counts of a three-count informa- 
tion charging Cook with criminal contempt of an Order of 
Permanent Injunction previously issued by Federal District 
Judge Joe E. Estes. 


The information alleged that, notwithstanding the Order 
by Judge Estes entered on September 26, 1970, prohibiting 
Cook from further violation of the registration and anti- 
fraud provisions of the Securities Exchange Act of 1934, 
the defendant continued to sell unregistered securities 
through fraud in violation of the Court’s Order in connec- 
tion with the offer and sale of fractional undivided working 
interests in oil and gas leases issued by Olympic Petroleum 
Corporation, of which Cook is sole stockholder. 


Sentencing was set by Federal District Judge Sarah T. 
Hughes at 10:00 a.m., April 18, 1975, at Dallas, Texas. 


For further information, see Litigation Release Nos. 6216, 
6255, and 6364. 
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Litigation Release No. 6805/March 31, 1975 


US v. DAVIES 
74 Civ. 985 


The Securities and Exchange Commission and Paul J. Cur- 
ran, United States Attorney for the Southern District of New 
York, announced that John Glandon Davies pleaded guilty 
to one count of conspiring to violate the securities laws on 
March 7, 1975. Mr. Davies, an attorney, was the former Gen- 
eral Counsel of the National Student Marketing Corporation. 
Mr. Davies pleaded guilty to conspiring with other former 
officers of National Student Marketing Corporation to arti- 
ficially inflate the price of the company’s stock by making 
false and misleading statements about the company’s finan- 
ces and business capability in public statements and in docu- 
ments required to be filed with the Commission. Sentencing 
is set for May 2, 1975. 


Previously, Cortes W. Randell, the former president of Na- 
tional Student Marketing Corporation, Bernard J. Kurek, 
the chief financial officer of the company, and Robert Bush- 
nell and Dennis M. Kelly, two former account executives 
pleaded guilty to various violations of the securities Jaws. 
Additionally, Anthony M. Natelli and Joseph Scansaroli, 
both certified public accountants, were convicted after a 
jury trial of making false and misleading statements in the 
financial statements of National Student Marketing Corpor- 
ation in a proxy statement required to be filed with the 
Commission while in the employ of Peat, Marwick, Mitchell 
& Co. 





Litigation Release No. 6806/March 31, 1975 


SEC v. NICOA CORPORATION, et al. 
(S.D.N.Y. 75 Civ. 598 (IBW)) 


William D. Moran, Administrator of the Commission’s New 
York Regional Office announced that all eight defendants, 
Nicoa Corporation (“Nicoa’’), a Massachusetts corporation 
now of Jersey City, New Jersey, Neil Rogen (“Rogen”), of 
Upper Saddle River, New Jersey, Nicoa’s President, Stevens 
Lithographers, Inc. (“Stevens”), a New York corporation, 
David Budin (“D. Budin”) of New York, New York, Presi- 
dent of Stevens, Philip Budin (“P. Buding”), of New York, 
New York, Donald Fedorchak (“Fedorchak”), of Canfield, 
Ohio, Melvyn Haber (“Haber”), of New York, New York 
and David Treherne-Thomas (“Thomas”), of New York, 
New York, have consented to the entries of permanent in- 
junction against them without admitting or denying the 
allegations of the Commission’s Complaint. 


The action was commenced on February 6, 1975 by the 
filing of a complaint in the Southern District of New York 
charging the defendants with violations of the antifraud and 
registration provisions of the federal securities laws. The 
complaint alleged that Nicoa, D. Budin, P. Budin, Rogen 
and Thomas prepared and/or employed a false and mislead- 
ing Regulation A offering circular and Notification in the 
public offering of Nicoa’s common stock, in that thev fail- 
ed to stated: (1) that P. Budin, D. Budin and Thomas were 
undisclosed underwriters of Nicoa’s common stock; (2) 
that P. Budin and Thomas owned restricted shares of Ni- 
coa’s common stock; and (3) that P. Budin and Thomas 
had in the past been the subject of Commission’s proceed- 
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ings and saactions. 


Defendants Stevens, P. Budin, D. Budin, Haber and Fedor- 
chak were also charged with violations of the antifraud pro- 
visions of the federal securities laws in that they allegedly 
manipulated the market price of Nicoa’s common stock after 
public trading had begun. Nicoa’s common stock, offered at 
a price of $5 per share on April 15, 1974, rose to a price of 
$15 per share within a short period of time. 





On June 18, 1974, the Commission suspended trading in 
Nicoa and ten-day suspensions continued until Feb. 12, 1975. 


On January 23, 1975, the Commission issued an Order tempor- 
arily suspending the exemption from registration pursuant to 
Regulation A, of Nicoa’s common stock. That Order was based 
on allegations similar to those stated in the Commission's 
complaint. 


For further information see Securities Exchange Act Release 
Nos. 10864, 10888 and 11242; Securities Act Release No. 
5563; and Litigation Release No. 6730. 





Litigation Release No. 6807/March 31, 1975 


SEC v. ANDREW MAC DONALD (London) LTD., et al. 
(U.S.D.C. - D. C. Civil Action No. 2207-73) 





William R. Schief, Administrator of the Washington Region- | 
al Office of the SEC announced that on January 24, 1975, 

the Honorable William B. Jones, U.S. District Court Judge 
for the District of Columbia, entered a Final Judgement of 
Permanent Injunction against Burn, Stewart & Co. Ltd. and 
Burn, Stewart (Marylebone) Ltd. (collectively, ‘‘Burn Stew- 
art”) of London, England, named defendants in the above 
captioned civil action. 





The injunction enjoins Burn Stewart from further violations 
of the securities registration provisions of Section 5 of the 
Securities Act ot 1933 in the offer and sate of securities in 
the form of investments in Scotch whiskey or of any other 
securities. Burn Stewart consented to the entry of the judg- 
ment without admitting or denying the allegations contained 
in the Commission’s complaint. The allegations of antifraud 
violations were withdrawn. 


For further information, see Litigation Release Nos. 6184, 
6234, 6279 and 6318. 





Litigation Release No. 6808/March 31, 1975 


SEC v. C. R. RICHMOND & CO. 
(C.D. Cal. No. 72-3075-LTL) 


Gerald E. Boltz, Administrator of the Los Angeles Region- 
al Office of the SEC announced that on March 7, 1975, 
Lawrence T. Lydick, U.S. District Judge in Los Angeles, 
California permanently enjoined C. R. Richmond & Co., a 
Los Angeles registered broker-dealer and investment advis- 
er and Curtis R. Richmond, also of Los Angeles, the presi- 
dent and principal shareholder of C. R. Richmond & Co., 
from future violations of the antifraud provisions of the 
Investment Advisers Act of 1940. 
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Judge Lydick found that C. R. Richmond & Co. and Cur- 

tis R. Richmond published false and misleading advertise- 
ments in connection with their investment advisory business. 
These advertisements included their book entitled The Mon- 
ey Machine, weekly newsletters and other communications 
to clients, all of which were generally optimistic and implied 
that the use of the services of C. R. Richmond & Co. would 
result in imminent profits and protection against loss in the 
stock market. The advertisements also contained specific 
past recommendations which were profitable and set forth 

a timing device which could be used to determine when to 
buy and sell securities without setting forth the limitations 
with respect to its use. The Court also found that investment 
seminars were conducted throughout the country which were 
advertised by statements claiming that the timing device of 
C. R. Richmond & Co. resulted in a minimum risk and that 
its use turned $10,000 into $814,000 in seven years. These 
advertisements did not set forth, however, the fact that the 
performance was hypothetical and used an unlawful method 
of financing to achieve the purported performance. Finally, 
the Court found that the defendants’ newsletter continually 
referred to investment performance which was compared to 
the Dow Jones Industrial Average without disclosing that 
this performance was also hypothetical and without disclos- 
ing the similarities and differences between comparison of 
the performance in the newsletter to the performance of the 
Dow Jones Industrial Average. 


On February 13, 1974, Judge Lydick previously entered a 
permanent injunction against C. R. Richmond & Co. and 
Curtis R. Richmond enjoining them from violating the fi- 
nancial responsibility and bookkeeping provisions of the 
Securities Exchange Act of 1934 that relate to broker-deal- 
ers. This judgment was entered on the consent of the defend- 
ants without admitting or denying the allegations of the com- 
plaint. For further information, see Litigation Release No. 
5686, dated December 29, 1972. 





Litigation Release No. 6809/April 2, 1975 


US v. JOHN B. O’MALLEY, JR. 
(U.S.D.C. Colo. Crim. Case No. 74-CR-421) 


James L. Treece, U. S. Attorney for the District of Colora- 
do, and Robert H. Davenport, Administrator of the Denver 
Regional Office of the SEC, jointly announced that on 
March 11, 1975 the Honorable Fred M. Winner, Federal 
District Court Judge for the District of Colorado, sentenced 
John B. O'Malley, Jr. to imprisonment for a maximum per- 
iod of five years pursuant to the provisions of 18 U.S.C. 
4208(b). The study is to include a complete examination, 
the results of which are to be reported back to the Court, 
at which time the defendant will be returned to the Court 
for final disposition as the Court may determine. 


O'Malley had been found guilty on three counts of wire 
fraud. There remain two outstanding indictments naming 
O'Malley which allege securities fraud, wire fraud and in- 
terstate transportation of fraudulently obtained monies. 





(e Litigation Release No. 6810/April 2, 1975 


SEC v. ROYAL NATIONAL. INVESTMENT & MORTGAGE 
CORPORATION, et al. 

(Northern District of Illinois, Eastern Division, Civ. No. 75 
C 1000) 


William D. Goldsberry, Administrator of the Chicago Region- 
al Office of the SEC, announced that on March 27, 1975 a 
Complaint was filed in the U. S. District Court for the North- 
ern District of Illinois, Eastern Division, seeking to enjoin 
Royal National Investment and Mortgage Corporation (Roy- 
al), an IMinois corporation, Truman K. Gibson, Jr. of Chicago, 
Illinois, John L. Brewer of Bettendorf, lowa, Forest P. Whit- 
low of Davenport, lowa, Joseph P. Delfino of Moline, IIlinois 
and James F. Marando of Silvis, Illinois from violations of the 
registration and antifraud provisions of the Federal securities 
laws. The Complaint also seeks the appointment of a receiv- 
er for the assets of defendant Royal and to compel all of 

the defendants to disgorge all monies obtained as a result of 
their fraud. 


The Commission alleged in its Complaint that Royal, Gibson, 
Brewer, Whitlow, Delfino and Marando have been offering 
for sale and selling securities, namely, common stock and 
promissory notes of defendant Royal. The Complaint fur- 
ther alleged that in the offer and sale of said securities, the 
defendants made untrue statements of material facts and 
omitted to state material facts concerning among other 
things the safety and security of an investment in the afore- 
said securities of defendant Royal, the application and use 
of proceeds from the sales of such securities of defendant 
Royal, a prospective rise in the price of Royal common 
stock, the assurance of a present and future market for Roy- 
al stock, the willingness and ability of defendant Royal to 
repurchase its stock upon request and the prospects for re- 
sale of such stock, the nature of the business operations in 
which defendant Royal would engage and the misapplication 
and diversion of funds realized from the sale of defendant 
Royal stock. 





Litigation Release No. 6811/April 2, 1975 


SEC v. SPORTS INTERNATIONAL, INC., et al. 
(N.D. Tex., Dallas Div.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the SEC, today announced the filing of a com- 
plaint in federal district court at Dallas, Texas on March 27, 
1975, seeking to enjoin Sports International, Inc., Harold 
W. Clark, William B. Pivnick, and Arnold W. McKinney, all 
of Dallas, First National Holding Corporation, Fort Lauder- 
dale, Florida, Chester A. Hamby, Irving, Texas and James 
D. Bearden, Austin, Texas, from further violations of the 
registration and antifraud provisions of the federal securi- 
ties laws. 


The complaint also seeks to enjoin Charles H. Southerland, 
Euless, Texas and George E. Weaver, Houston, Texas, both 
certified public accountants, from further violations of the 
antifraud provisions of the federal securities laws. 


The complaint alleges that the violations occurred in con- 
nection with the offer and sale of the common stock of 
Sports International, Inc., a Utah corporation with virtually 
no assets or business operations. 
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The complaint further alleges that after acquiring the cor- 
porate shell in July 1973, Clark and Pivnick engaged in a 
scheme to manipulate the price of the stock in the over-the- 
counter market and caused the stock to be quoted by the 
National Daily Quotation Service while maintaining an arti- 
ficial market for the stock through insider trading. 


In addition, the complaint alleges that Clark, Pivnick, and 
Hamby caused Sports International, Inc. to begin acquiring 
purported assets of dubious or nominal value for the purpose 
of falsely creating the appearance that Sports International, 
Inc. was a legitimate business enterprise. 


According to the complaint, Clark, Pivnick , Hamby and Mc- 
Kinney caused the preparation and dissemination of a bro- 
chure reciting numerous false and misleading statements as 
to the substance and activity of Sports International, Inc., 
and containing a certified financial statement prepared by 
Southerland which showed assets of Sports International, 
Inc. to be more than $3,500,000, when, in fact, some of the 
assets were not owned by Sports International, Inc., and 
others produced no significant operating income. 


The complaint further alleges that First National Holding 
Corporation, a Nevada corporation, was organized by Hamby 
and McKinney as a vehicle to further distribute Sports Inter- 
national, Inc. common stock for their own benefit. Hamby 
and McKinney, using Sports International, Inc. stock, be- 
gan to acquire purported assets for First National Holding 
Corporation, such assets being of dubious or nominal value, 
for the purpose of falsely creating the appearance that First 
National Holding Corporation was a legitimate business en- 
terprise. In furtherance thereof, Hamby and McKinney 
caused the dissemination of two certified financial state- 
ments for First National Holding Corporation prepared by 
Weaver, which were false and misleading in significant re- 
spects. 


The complaint further alleges that Clark, Pivnick, Hamby 
and Bearden, personally or through associates, caused 
Sports International, Inc. stock to be pledged as collateral 
for numerous bank loans. 





Litigation Release No. 6812/April 2, 1975 


US v. WILLIAM ROBERT COOK 
(N.D. Texas) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, and 
Frank D. McCown, U. S. Attorney for the Northern District 
of Texas, today jointly announced that on March 24, 1975, 
after a six-day trial in Federal District Court at Dallas, Tex- 
as, a jury found defendant William Robert Cook, Dallas, 
Texas, guilty on all counts of a three-count information 
charging Cook with criminal contempt of an Order of Per- 
manent Injunction previously issued by Federal District 
Judge Joe E. Estes. 


The information alleged that, notwithstanding the Order 
by Judge Estes entered on September 26, 1970, prohibi- 
ting Cook from further violation of the registration and 
antifraud provisions of the Securities Exchange Act of 
1934, the defendant continued to sell unregistered securi- 
ties through fraud in violation of the Court’s Order in con- 
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nection with the offer and sale of fractional undivided work- 
ing interests in oil and gas leases issued by Olympic Petroleur 
Corporation, of which Cook is sole stockholder. 


Sentencing was set by Federal District Judge Sarah T. Hughes 
at 10:00 a.m., April 18, 1975, at Dallas, Texas. For further 
information, see Litigation Release Nos. 6216, 6255 and 6364. 





Litigation Release No. 6813/April 2, 1975 
SEC v. BULL INVESTMENT GROUP, INC., et al. 


The Boston and Washington Regional Offices of the Securi- 
ties and Exchange Commission today jointly announced 
that on March 11, 1975 the Honorable Judge Bailey Aldrich, 
Senior U. S. Circuit Judge, sitting by designation in the U.S. 
District Court for the District of Massachusetts, after a hear- 
ing, signed an order preliminarily enjoining Bull Investment 
Group, Inc. (“BIG”), 1060 Kings Highway, Cherry Hill, New 
Jersey; Ronald Kimball (“Kimball”), Chairman of the Board 
of Directors of BIG, of the same address; Richard G. Gron- 
din (“Grondin”), Assistant to the Chairman of the Board of 
BIG, also of the same address; Richard F. Tosti (“Tosti”), 
Vice President of BIG, also of the same address; Golden 
Book of Values, Inc. (“Golden Book’), a New Jersey cor- 
poration located at the same address as BIG and conducting 
business in, the Commonwealth of Massachusetts; and James 
Sanford (“Sanford”), President of Golden Book, from fur- 
ther violations of the registration and antifraud provisions 
of the Securities Act of 1933 and the Securities Exchange 
Act of 1934. 


The Commission’s Complaint alleged that BIG and Golden 
Book aided and abetted by the individual defendants, had 
offered and sold securities in the form of investment con- 
tracts consisting of sales agent agreements and dealership 
arrangements without a registration statement with respect 
to such securities having been filed or in effect with the Se- 
curities and Exchange Commission. The Commission had 
alleged that in connection with such offers and sales to re- 
sidents of Massachusetts, New Hampshire, Rhode Island, 
Maryland and Pennsylvania, among other states, untrue 
statements occurrred with respect to monetary returns to 
investors; assistance to be rendered to investors; difficulty 
in selling the subject matter of the investment contracts; 
and the fact that many investors had incurred substantial 
debts in connection with the investment enterprise describ- 
ed in the Commission’s Complaint, among other things. 


In His order, Judge Aldrich defined the investment con- 
tracts which were the subject of this action to mean “any 
undertaking or agreement whereby a party, heretofore some- 
times known as an independent sales agent (ISA) receives 
or is promised a remuneration or benefit of any kind, dir- 
rectly or indirectly, upon, or as a direct or indirect result 
of, the recruitment, enlistment, or any form of engagement 
of other ISA‘s, or of advertisement solicitors or salesmen, 
by them or by or for any defendant herein’’. 


Judge Aldrich’s order was accompanied by an Opinion 
which in considering the activities of the defendants also 
considered previous unrelated enterprises which had been 


the subject of other SEC injunctive actions, such as SEC v. (e 


Glenn W. Turner Enterprises, Inc. and SEC v. Koscot Inter- 
planetary, Inc. 
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Judge Aldrich’s Opinion described meetings which “‘pro- 
spects’’ were “persuaded” to come to as being “lengthy, or- 
chestrated” meetings where the prospect follows a “robot 
type score of assumed affability and enthusiasm; shakes 


hands, applauds, and laughs at the right time, ‘never ques- 


tions the leaders,’ and allows defendants, the professionals 


in the business, to do all the heavy work.” 


Judge Aldrich stayed an order appointing a receiver as re- 
quested by the Commission. He, however, in his injunctive 
order retained jurisdiction to entertain a further request in 
this regard. AT the time of entering the injunction in the 
matter, Judge Aldrich denied a motion by the defendants to 
stay the injunction itself, pending appeal. For further infor- 
mation with respect to this matter, see litigation release 6676. 





Litigation Release No. 6814/April 2, 1975 


US v. EXCITING LIFE, INC. 
(M.D. Fla. Crim. No. 74-216-Orl-Cr-R) 


John L. Briggs, U. S. Attorney for the Middle District of 
Florida; Jule B. Greene, Administrator of the Atlanta Re- 
gional Office and the Miami Branch Office of the SEC, to- 
day announced that on March 26, 1975, James E. Tolleson, 
the Chairman of the Board of Exciting Life, Inc., entered 

a plea of guilty on behalf of Exciting Life, Inc., to one count 
of violating Section 21(c) of the Securities Exchange Act of 
1934 [15 U.S.C. §78u(c)]. 


After accepting the guilty plea, the Honorable John A. Reed, 
U. S. District Court Judge for the Middle District of Florida, 
Orlando Division, imposed a fine of $1,000 on Exciting 

Life, Inc. 


Exciting Life, Inc., was charged with knowingly, willfully, 
and unlawfully, and without just cause, failing and refusing 
to attend and produce certain records in obedience to a 
subpoena duces tecum issued by the Commission in the 
course of an investigation. 





Litigation Release No. 6815/April 2, 1975 


SEC v. TWENTIETH CENTURY MOTOR CAR CORPORA- 
TION, et al. (C.D. Ca. 75-833-EC) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, announ- 
ced today, March 25, 1975, the signing of Final Orders of 
Permanent Injunction by Federal Court Judge E. Avery 
Crary in Los Angeles, California, against Twentieth Century 
Motor Car Corporation (Nevada), Leonard Katz, Samuel 
Schlisman, Edward J. Comstock, Andrew Ray Farrell, Bur- 
ton White, and Jay Gardner permanently enjoining those 
parties from violating the registration and antifraud provi- 
sions of the federal securities laws. This order was entered 
upon the consent of these defendants. 


Included in the orders entered today are protective orders 
against destruction of records; orders against dissipation of 
assets or monies; and orders directing these defendants to 
submit, by April 30, 1975, accountings for funds received 
since January 1, 1975. For further information see Litiga- 
tion Release No. 6779. 





Litigation Release No. 6816/April 2, 1975 
US v. THEODORE KOSS, et al. 


William D. Moran, Administrator of the Commission’s New 
York Regional Office and Paul J. Curran, U. S. Attorney for 
the Southern District of New York announced that disposi- 
tions had been arrived at for the last of 16 defendants named 
in a thirteen-count indictment which had been returned on 
September 25, 1973 by a federal grand jury, charging 15 
persons and one corporation with conspiracy, securities and 
mail fraud. 


The indictment charged that from on or about November 11, 
1970, up to and including September 25, 1973, the defend- 
ants and others engaged in a conspiracy to manipulate the 
price of Automated Information Systems, Inc. (“Automated”) 
(OTC). The indictment further alleged that the object of the 
scheme was to raise the price of Automated common stock 
from approximately $1 per share while selling Automated 
common stock into the market at the same time at the infla- 
ted price. 


The last defendant, Samuel Weisman (“Weisman”), an attor- 
ney, was found guilty on two counts. On January 7, 1975, 
he was sentenced to pay a $5,000 fine. For further informa- 
tion see Litigation Release Nos. 6105 and 6436. 





Litigation Release No. 6817/April 3, 1975 


SEC v. ROBERT V. EHRMAN, et al. 
(N.D. Okla.) 


Robert F. Watson, Regional Administrator of the Fort 
Worth Regional Office of the SEC, today announced that 
on March 31, 1975, a civil complaint seeking an injunction 
and order of disgorgement was filed in the Federal District 
Court at Tulsa charging Robert V. Ehrman and Robert V. 
Ehrman, d/b/a Ehrman Oil Company, Tulsa, with violations 
of the registration and antifraud provisions of the federal 
securities laws. 


The complaint alleges that during the period from Septem- 
ber, 1973, through March, 1974, Ehrman offered and sold 
fractional undivided working interests in a Bossier Parish, 
Louisiana oil and gas lease. The complaint further alleges 
that Ehrman received over $20,000 from the offering and 
converted the money to his own use and benefit. When 
Ehrman did not acquire the lease, the complaint alleges, he 
failed to return the money to the investors. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 388/March 31, 1975 


The Securities and Exchange Commission has issued a no- 


tice giving interested persons until April 16, 1975 to re- 
quest a hearing on an application by Gulf & Western In- 
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dustries, Inc. (the “Company’’) pursuant to Section 310- 
(b)(1)(ii) of the Trust Indenture Act of 1939 declaring 
that the trusteeship of Chemical Bank of New York under 
two indentures of the Company is not so likely to involve 
a material conflict of interest as to make it necessary to 
disqualify Chemical Bank of New York from acting as 
trustee. 
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